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E early year reaction is 
almost invariable, and its 
sequel is very similar in 
most years. In view of 
the extent of the reaction 
during January, a record 

of what followed similar reactions 
in other years may interest you. 
We should be glad to mail you 
our letter dealing with this sub- 
ject. 


McCLAVE & CO. 


New York Stock Exchange 
MEMBERS { Now York Cotton Exchange 


67 Exchange Place, New York 


Telephone 2810 Rector 





UPTOWN BRANCH 


Hotel Ansonia, 73d & B’way 
*Phone 1615 Columbus 











You Can Invest 





in any high-grade securities, stocks or bonds, 
by depositing with us small amounts from 
time to time, as we specialize in 


ODD |, 
LOTS Payment 


Your order, regardless of the amount, 
will receive our personal attention. 

Our booklets “A Suggestion to Invest- 
ors” and “The Working Dollar” are full of 
useful data—and with it you are well and 
profitably informed. Sent on request. 


CHISHOLM & (HAPMAN 


New York Stock Exchange 
Members {New York Cotton Exchange 


73 BROADWAY NEW YORK CITY 


215 Montague St., Brooklyn, N. Y. 
12 North Broadway, Yonkers, N. Y. 





Please mention MAGAZINE OF WALL STREET when writing. 








Wilson & Chardon 


Members Consolidated Stock Exchange of N. Y. 


52 Broadway, N. Y. 


Transact a strictly commission business in 
STOCKS AND BONDS 
for INVESTMENT or on conservative MARGIN 
We have unsurpassed facilities for 
execution of orders in 


FRACTIONAL LOTS 


and assure most satisfactory service. 

All orders and reports transmitted by 
signal on floor of the Consolidated Ex- 
change, insuring immediate service and 


quick reports. 


QUARTERLY STATEMENT 


For the protection and information of clients we have 
our books audited quarterly by Loomis, Suffern & Fernald, 
Certified Public Accountants, 149 Broadway, New York. 


PERSONAL ATTENTION TO ALL INQUIRIES 
Correspondence Invited. Tel. 1336 Broad. 
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A Change in the Situation 


AST NOVEMBER, when the average price of fifty stocks stood 
L at 92, or within two points of the top, THE MAGAZINE OF 

WALL STREET advised its subscribers that it was time to 
turn stocks into cash. 


As a result of the decline which culminated on January 3lst, at 
the low average price of 8434, a reaction of nearly one-third of the 
entire advance (from July, 1914) has been recorded. The financial 
atmosphere has cleared, and at*the present time further liquidation is 
unlikely, barring unforeseen developments. 


On the other hand, strong forces beneath the market seem to be 
gathering for an advance in certain issues. This applies particularly 
to the Copper, Steel, and Equipment stocks, the best of the munition 
shares, and a number of the specialties. 


While the rise of 1915 was based upon anticipation, the advance 
of 1916, if it comes, will be based on realization of the huge profits 
which are now being piled up in the above-named industries. 


This is not a time for investment, but for speculative commit- 
ments only. And in view of the perilous times through which we are 
passing, the risk on each individual transaction should be strictly 


limited at its inception. 
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February 11, 1916. 
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Firmness of the Bond Market—War Profits Flow into Stocks— 
New Construction Small 


Why Bonds Did Not React 


URING the recent sharp reaction in the stock market it was notable that the bond 

market held its own with rather surprising stubbornness. An average of twen- 

ty-five standard railroad bonds touched its low point in August, 1915, at 76.8—a trifle 

lower than 77.3, which was reached in November, 1914. The advance during Sep- 

tember and October, 1915, was very sharp, and 83.6 was reached in November. For 
December the average was 82.5, and for January 82.8. 

What made this firmness of the bond market all the more remarkable was that dur- 
ing the entire period foreign liquidation continued steadily. There was even some in- 
crease in the rate of foreign selling of bonds, pe a result of Government agitation of the 
subject in England. The British Government has made it plain that the plan for the 
“ mobilization ” of American securities held abroad is really a second choice, and that 
the preferable move is for the holder to sell direct in the American market. 

It is only now that the reaction in stocks appears to be over and the market on the 
up grade again, that belated comment begins to appear on the extraordinary demand 
for bonds on this side by institutions and private investors which has enabled the bond 


market to withstand all adverse factors without even a reaction in prices. 


Business Profits, Flow Into Bonds 


HE explanation lies in the rapid accumulation of business profits in many different 
lines of activity. In the last issue this department included a table showing that 

the estimated current rate of profits on a score or more of the leading common stocks 
varies from 25 per cent. to 400 per cent. If corporations are able to make such extra- 
ordinary profits it necessarily follows that many private firms and individual business 


men are also obtaining exceptional results. 


As a consequence, a great number of business men are now looking around for 
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good investments, or putting their profits into banks and trust companies, which in their 
turn have to look around for good investments. 

Bonds are still low, even after the good advance they have scored since August. 
The average of twenty-five bonds is now ten points below 1910, and the decline from 
earlier years is still greater. It is not at all surprising, then, that business men and in- 
stitutions should conclude that good bonds are a safe resting-place for their accumulat- 


ing money. 


Stocks Also Feel the Impulse 


HERE is no doubt that the same kind of buying has been taking place in stocks. 

A slow absorption of this kind does not have much immediate effect on prices. 

It takes ten or a dozen investors to pick up the stocks that may be dropped by one 
speculator on ten or fifteen points margin. 

When speculators get overloaded the market has to decline for the time being, re- 
gardless of the attitude of investors. But it is none the less true that investors make 
prices when we look at the market from a long range viewpoint, for the investor main- 
tains his position. A hundred big traders whipsawing each other back and forth can 
stir up a great deal of dust in the market, but the net result of their operations is 
negligible. 

Thus while overloaded traders have been dropping their stocks and taking the 
short side, investors have been quietly taking carefully selected stocks and laying the 
certificates away. It may be, and probably will be true that most of these certificates 
will again come on the market as prices rise; but for the present the floating supply 


has been pretty well absorbed. 


More Profits to Come 


[* is also to be remembered that a large part of the excellent profits now being earned 
by corporations and individuals have not yet been distributed. Only a few of the 
companies which are showing such surprising earnings have as yet raised their divi- 
dends. 
Some of them doubtless will not distribute their profits, but will apply them to 
the strengthening of their position, to reserves and to the building up of their plants. 
Nevertheless actual distributions must be large, and where profits are plowed into the 


business that creates a demand for materials and heavier wage distributions, which 
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tend to distribute prosperity over a larger and larger area. Even if profits are held as 
reserves, those reserves must be invested in some way or deposited in institutions which 
must invest them, so that the net result is a definite strengthening of the general situa- 
tion. 

Therefore the demand for stocks and bonds from these sources will in all proba- 
bility continue large for some time to come. It is a demand that the markets will have 
the benefit of, apparently, throughout the greater part of the present year; for orders 
ahead assure a continuance of good profits, even if not quite up to the present mark, 
for most of 1916. Steel manufacturers, it is reported, are already taking orders on 


some products into 1917, and that affords an index to the situation in many other lines. 


New Construction Now Small 


‘THERE is another important reason why the accumulating profits of business men are 

flowing into existing bonds and stocks—and that is because an unusually small 
amount of new construction is now going on, not only in this country but throughout 
the whole world. The war furnishes theprincipal basis for our present prosperity. 
Railroad and electric construction is small, building operations are still only moderate 
—though beginning to show some improvement—and manufacturers are not inclined to 
branch out or to enlarge their facilities for supplying domestic trade. 

The natural outcome of this condition is that offerings of new securities are also 
small. So long as we are not doing much construction, only a small amount of capital 
is required for that purpose. There has been, it is true, some increase in the offerings 
of new securities this year, but the gain is relatively small, and capital being absorbed 
by new construction is much below the normal amount. 

Any capital which finds employment in security markets must obviously go into old 
stocks or bonds if no new ones are available, and this is an important element in ac- 
counting for the steady absorption of bonds and the noticeable, although smaller, in- 
vestment absorption of stocks. 

The factors which tend to check an upward movement are still with us—notably 
the continuance of foreign liquidation and the various complications resulting from 
submarine warfare—but business prosperity in this country is acquiring such momen- 
tum and the prospects of a continuance of large profits are so bright that even these 


somewhat serious obstacles are not likely to prevent a considerable betterment of prices 


from the current level. 






























CCORDING to the Statesmen’s 
Year Book, Great Britain’s for- 
eign trade, imports and exports, 

amounted to $8,020,000,000 in 1913, 
the year before the war. In the same 
year the foreign trade of Germany 
aggregated $5,145,000,000; of the 
United States, $4,035,000,000, and of 
France, $3,050,000,000. The United 
States thus came third in total and had 
a little more than half the amount of 
Great Britain. This latter divergence 
was due to our imports being relatively 
small, our exports making a particularly 
satisfactory showing. Great Britain’s 
exports were $3,175,000,000 in 1913; 
Germany’s $2,475,000,000; the United 
States’s, $2,225,000,000, and France’s, 
$1,900,000,000. Had we been larger 
buyers of foreign products we should 
have pressed Germany closely for sec- 
ond place in the world’s trade, because 
large imports invariably facilitate large 
exports, and a restraint upon one side 
of foreign commerce inevitably acts un- 
favorably upon the other. Such were 
the facts before the war. 


After the War? 
But what we are asking at the moment 


America’s Great 


By HENRY CLEWS, Ph.D., LL.D. 
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Opportunity 


What We Must Do to Maintain 
Leadership in World Trade— 
England 
Rivals After the War—Mean- 
ing of “‘ Real Prosperity ”’ 


and Germany Our 


is what is to be expected after the war, 
bearing in mind that any answer can 
only be based upon conditions as they 
appear today. Whichever side wins, 
the foreign commerce of the world is 
bound to encounter great changes. If 
the Allies win, every effort will be made 
to prevent Germany regaining the pos- 
session of second place, which she se- 
curely held before the war, and which 
she, unfortunately for herself, imperilled 
by permitting that deplorable cataclysm. 
So far as Germany is concerned, the war 
temporarily suspended her five billions 
of foreign commerce and forced out of 
employment over 3,000,000 tons of ship- 
ping. 
Economic War Inevitable 


Germany will of course make a des- 
perate struggle to regain this loss; in 
fact, when peace comes, the world must 
face the bitterest economic war ever ex- 
perienced. German science and German 
organization, plus German aid, will un- 
doubtedly make heroic efforts to dis- 
lodge those who have captured her trade 
during the war. Her capacities in these 
respects must not be underrated, even 
though she be handicapped by impaired 
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economic and financial conditions, by high 
prices, high wages, scarcity of skilled 
labor, loss of export trade, high taxes, 
foreign prejudice, etc. Moreover, when 
peace comes, it is highly probable that 
a series of hostile tariffs will be imposed, 
calculated to restrain German trade and 
stimulate that of her allied enemies. 
These are only some of the difficulties 
against which Germany will have to con- 
tend after the war, and it will be some 
years before such obstacles can be effec- 
tually overcome. 


Great Britain’s Plans 


Meanwhile, what will Great Britain 
be doing? Already she is making active 
plans for permanent retention of mar- 
kets captured from Germany. The war 
will shake Great Britain out of the easy, 
self-confident spirit which she has long 
displayed in her foreign trade. Already 
she is carefully studying German meth- 
ods, and Germany will almost certainly 
be temporarily shut out from one of her 
best markets—the British Empire—by 
a hostile tariff. British shipping and 
British finance may also be expected to 
discriminate very positively in favor of 
their own nationality. Great Britain is 
essentially a great trading nation as well 
as a great manufacturing nation. She 
controls nearly one-quarter of the 
world’s population and territory, and 
owns nearly one-half the world’s ocean 
tonnage. Being an island with singular 
geographical limitations, she is unable to 
raise more than one-quarter of her nec- 
essary food, and is consequently obliged 
to buy her heavy imports with the prod- 
uct of her factories. Add to these con- 
ditions her remarkable colonizing abil- 
ities and her genius for governing de- 
pendent peoples, and we have a few of 
the principal reasons for the marvelous 
growth and development of the British 
Empire which Germany endeavored to 
emulate and break; but which, by a 
strange irony of fate, is likely to be more 
firmly welded together than ever before. 
Furthermore, Great Britain is being less 
hurt in every way by the war than any 
of the other belligerents; so that when 
peace comes she will naturally be the 
quickest of all the belligerents to re- 
bound. 
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The United States 


Now as to the United States, whose 
future in foreign trade could not be 
fairly estimated until we had somewhat 
measured the abilities of our chief com- 
petitors, Great Britain and Germany. It 
is quite evident that a big struggle is 
coming for foreign markets; that Great 
Britain and the United States will gain 
largely from the war, and that Germany 
will be seriously handicapped for some 
years to come. After the war, recon- 
struction will be intensely active in the 
devastated districts, and many orders on 
this account will come to the United 
States. For our steel products and me- 
chanical appliances of all sorts there will 
be an urgent demand; though there is 
serious danger that the inflated prices at 
home may shut us out of foreign mar- 
kets and enable Germany to more quick- 
ly recover much lost ground. Great 
Britain will also be prepared to satisfy 
European demands; hence the _per- 
manence of our hold on some of these 
markets remains to be demonstrated. 


Other Tempting Markets 


There are other markets, however, 
more tempting and less transient, so far 
as we are concerned. South America, 
China, Japan, and even India and the 
Far East offer unlimited opportunities to 
American manufacturers, exporters, 
financiers and investors. One good ef- 
fect of the war will be to compel us to 
take broader views of the world and to 
prevent us from being too self-centered ; 
for this will be a very different world 
after the war, and whether we like or 
not, the United States will be forced into 
more intimate relations with all the great 
nations of the earth. 


Our Great Opportunity 


Our own particular losses in the war 
have been chiefly those resulting from 
the violent derangement of our foreign 
trade. There were heavy losses on the 
import side of the account, which were 
fortunately more than compensated for 
by profits on the export side. What we 
have really gained by the war cannot 
yet be accurately gauged, either as to 
permanence or importance. Hitherto 
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our greatest advantages have been in 
opportunities offered rather than in 
things actually accomplished. We have 
not always availed ourselves of new op- 
portunities, but now the doors of op- 
portunity have again been flung wide 
open, with the probability of remaining 
open; and the United States, without 
doybt, is on the threshold of great com- 
mercial expansion abroad. This coun- 
try is increasing its output of manufac- 
tures at a much higher ratio than growth 
of population, while its growth in agri- 
culture barely keeps pace with home de- 
mands. It is within the realms of 
certainty that exports of manufactures 
will increase enormously during the 
present generation, while our exports of 
farm products may practically cease. 
Surplus products from our mills must 
find foreign buyers, to gain which we 
will be obliged to meet foreign competi- 
tion, selling at prices, terms, quality, 
style, etc., that will command a prefer- 
ence for American products. 


Foreign Markets Not Easily Won 


It would be folly for us to expect that 
these foreign markets will be easily won. 
In all probability a fierce struggle for 
supremacy in this respect will follow 
after the war, particularly on the part 
of Germany. Much of her foreign com- 
merce will be temporarily lost, and she 
will be seriously handicapped in its re- 
covery by financial, commercial and even 
human exhaustion. Nevertheless, she 
will make a supreme struggle for recov- 
ery, and will undoubtedly rally more 
vigorously and effectively than her ene- 
mies are disposed to expect. Great 
Britain has also suffered in her foreign 
trade, but relatively much less than any 
of the belligerents, because of her ability 
to keep open the world’s highways for 
herself and friends, while closing them 
to her enemies. When the war ends 
Great Britain will undoubtedly recover 
more quickly and be a larger gainer by 
the war than any of the belligerents. 
With her Empire probably more firmly 
welded as a unit than before, with the 
world presumably free of war for a 
long period thereafter, with her people 
strengthened, sobered and energized by 
adversity, with her territory undevas- 





tated, she will be more free than ever to 
pursue her policy of world-wide devel- 
opment and peaceful conquest. 


England Our Great Rival 


Our chief commercial rival will un- 
doubtedly be Great Britain, but in this 
there should be stimulus without danger 
so long as the spirit of fairness and free- 
dom possesses both nations in their inter- 
course and provided always that both na- 
tions preserve the willingness to reason 
out all differences of opinion and interest, 
as for the last hundred years. The great- 
est difficulty on our part will come in the 
unreadiness of American manufacturers 
to meet the requirements of foreign 
markets, which hitherto they have been 
indisposed often to cultivate as a per- 
manency, preferring the profits and ease 
of the home market. Evidently their 
viewpoint is changing, as illustrated by 
the intense interest displayed by many of 
our progressive business organizations 
in export trade. Slowly but surely it is 
being recognized that if we wish to sell 
our products abroad we must be pre- 
pared to buy freely in return, and that 
excessive tariffs check exports as well 
as imports; or, in other words, we must 
avoid shutting ourselves in while en- 
deavoring to shut others out. 


Manufacturer, Banker and _ Investor 
Must Co-operate 


Our new banking system facilitates 
the placing of foreign loans, for it is now 
realized that trade follows the loan; also 
that if we wish to sell to foreign coun- 
tries we must invest in their develop- 
ment and give them credit more freely 
than in the past. The American manu- 
facturer requires the aid of the Amer- 
ican banker, who in turn must interest 
the American investor, without whose 
support any permanent winning of for- 
eign markets will be impossible. Amer- 
ican labor leaders must also learn to ap- 
preciate the necessity of taking larger 
views of business and economic condi- 
tions, assuming that labor desires to find 
larger fields of employment and does not 
wish to drive capital out of the export 
business to its own detriment. 

In its present state our foreign trade, 
though enormous in bulk, is too abnor- 
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mal or one-sided to be really satisfac- 
tory. When the war ends, readjustment 
to a peace basis will be necessary; but a 
return to former conditions need not be 
expected. Should inflation put this coun- 
try upon a high price level, the neces- 
sary readjustment will be all the more 
awkward and difficult. Great Britain, 
Germany and France are almost sure 
to be upon a lower cost basis after the 
war than ourselves. For a time France 
and Belgium will be actively occupied in 
reconstruction, but both Great Britain 
and Germany will again engage in fierce 
competition for foreign markets, and 
unless we are prepared to meet this com- 
petition we must expect to lose a very 
considerable percentage of the advan- 
tages gained recently in foreign markets. 
It may be that wages in Europe will be 
higher than expected, or that Europe 
will not be able to match some of the 
articles made in the United States, these 
being problems that must be worked out 
in the future. 


Navy and Mercantile Marine Needed 


But there is much for us Americans 
to do in order to prepare ourselves for 
the great destiny that awaits us. We 
should have not only a large navy for 
defense, but we should, and impera- 
tively must, build up a large mercantile 
marine, otherwise we shall work at a 
vast disadvantage in our efforts to cap- 
ture the world’s markets and attain a 
world-wide supremacy in finance. A 
large American merchant marine would, 
for instance, save immense shipping 
charges now paid to foreign ship owners. 

We have made a step in the right di- 
rection in the establishment of the 
$50,000,000 International Corporation, 
whose object is to get us more intimately 
acquainted with other nations, to find 
out their wants, to learn what they have 
to sell us, and establish amicable and 


profitable relations of commerce - and 
trade with the entire world, but espe- 
cially the republics to the south of us, the 
great and growing nations of South and 
Central America. 

The Pan-American Scientific Con- 
gress held recently in Washington was 
another forward step. It showed the 
world that we intend to be more and 
more united with the Latin American 
countries, both politically and commer- 
cially, and while each jealously guards 
its own sovereignty, all should cultivate 
friendship and amity in their intercourse, 
for we republics of North and South 
America belong to the same family of 
nations, who believe in political and in- 
dividual liberty under similar forms of 
government. Our interests are identical 
and we must pull together. Thus the 
Monroe Doctrine should be maintained 
in the interest of all. The announce- 
ment by the Pan-American Conference 
of the mutual interdependence which 
subsists between ourselves and the re- 
publics of South America is a notable 
achievement and will make for closer 
relations in the near future. 


Meaning of “ Real Prosperity.” 


In closing, I wish to emphasize one 
supreme fact: Successful trade must 
always prove of mutual benefit or it can 
not last. Europe’s losses and misfor- 
tunes cannot permanently be our gain. 
The more impoverished Great Britain, 
Germany and France become, the less 
able will they be to buy from us; and 
the less we buy from them the less we 
can sell. As in domestic trade, so in 
foreign, real prosperity lies in as abun- 
dant and free an interchange of products 
as possible. Thus we will take our right- 
ful place in the forefront of the great 
industrial nations, and perchance attain 
to the headship, the leadership, the su 
premacy of the markets of the world. 





A 


MAN is known no less by the books he reads 


than by the investments he makes. 


Both are 


good indices of judgment and character. 























Pierce 


Refinery of the Pierce Fordyce Oil Association, Fort Worth, Texas 





Oil Co. 


Speedy Recovery from War Effects—Earnings and Div- 
idend Prospects—The Fight with Rockefeller 





By A. C. LAWRENCE 





T would be hard to imagine a series 
of circumstances more unexpected 
and fraught with more evil conse- 

quences than have attended the business 
of the Pierce Oil Corporation in the last 
three years. The activities of the cor- 
poration were effected in a most serious 
way by both the war in Mexico and the 
European war. Yet notwithstanding the 
revolts in Mexico which have constantly 
threatened the extensive interests of the 
company there and have seriously inter- 
fered with its business in all branches, 
it maintained its organization virtually 
intact and continued to do business. The 
greatest trial came when the European 
war broke forth in August, 1914, while 
the turmoil in Mexico was still at its 
height. Export and domestic business 
was demoralized as never before. But the 
new menace was met in a very aggressive 
fashion. Perhaps its experience in war- 
ridden Mexico was responsible in some 
degree for the promptness with which 
the corporation set about retrieving the 
loss of its European business after the 
start of the world war. At all events 
attention was immediately turned to the 
Far Eastern markets. The result was 
that a profitable business was established 
which is destined to more than compen- 
sate for the losses which the corporation 
has incurred in Europe. 


Current Earnings 


The wonderful revival of the oil in- 
dustry about the middle of last summer 
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brought about a decided change in earn- 
ings. For the four months ending Octo- 
ber 31, indicated net profits, exclusive 
of the Mexican earnings and those 
of the Pierce-Fordyce Oil Association, 
were $700,000 against about $517,000 for 
the first six months of the year, and 
$518,000 for the full year 1914. After 
deduction of bond interest from the first 
ten months’ earnings there remained a 
surplus of $622,326, equal to nearly 5 per 
cent on the $13,857,000 stock outstand- 
ing. 

It is conservatively estimated that 
surplus earnings since October have aver- 
aged $175,000 a month. In addition 
earnings from Mexican operations are 
estimated to have been over $500,000 
for the year, so that the surplus for 1915 
probably exceeded 10 per cent on the 
stock, if Mexican profits are included. 
The current year is bound to break this 
record by a wide margin provided there 
is no unforeseen development, or no dras- 
tic change in present market conditions 
and prices. At present the best expert 
opinion holds to the view that the maxi- 
mum prices and demand for petroleum 
products, especially gasoline, will not be 
seen before the middle of next summer. 
The showing now being made by the cor- 
poration and the prospect for a continued 
increase in its business under more fa- 
vorable circumstances supports the pre- 
diction that dividends will be. started in 
1917. At worst, it would appear that 
the chances favor an inauguration of div- 
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idend payments within the next two 
years, and while this may seem a long 
time, the prospects are infinitely better 
than they were six months ago. 


Financing 


The Pierce Oil Corporation last year 
formed alliances with certain strong New 
York financial interests, and through 
them placed its recent $2,000,000 note 
issue, which provided it with funds for 
expansion and development work made 
necessary by the growth of the business. 
This was one of the most favorable de- 
velopments in the corporation’s affairs 
during the past year, as it was testimony 
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give a wide margin of safety to the inter- 
est on these bonds. 


Expansion Program 


The corporation has under construc- 
tion additions to its refining plants which 
will greatly enlarge their capacity by 
August 1, next. The capacity of the 
Tampico, Mexico, refinery will be in- 
creased from 9,000 barrels to 16,000 bar- 
rels of crude oil a day. The lubricating 
oil plant, at Texas city, which furnishes 
the bulk of the export supply of this 
product, will also be enlarged. During 
the year the manufacture of asphaltum 
has been started at both the Texas City 
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to the confidence that capable judges 
have in its future. 

These notes have a five-year maturity, 
and are convertible into stock at 20. It 
is believed that they will all be converted 
before maturity, and an increase of 
$3,000,000 in stock has already been au- 
thorized to take care of the conversion. 
In addition to the foregoing notes there 
are outstanding $10,000,000 6 per cent 
gold convertible debentures, due 1924. 
These are convertible at par any time be- 
fore maturity, and incidentally it may be 
stated that they are a rather attractive 


speculative investment at their present 


price, which is in the eighties, where they 
return a high yield. Present earnings 
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and the Tampico plants, and asphaltum 
works are now being added to the Fort 
Worth refinery. Improvements at Sands 
Springs, Oklahoma, now nearing comple- 
tion, will cost in the neighborhood of 
$800,000. An extensive system of pipe 
lines has been put in to connect this 
plant and the Fort Worth refinery with 
the Pierce producing properties in Okla- 
homa. 

In addition to plant extensions, it is 
planned to exploit the undeveloped oil 
lands owned by the corporation in this 
country and Mexico, and to extend its 
marketing facilities in the Far East. 
During 1915 the opening of new direct 
branches was accomplished in China, Ja- 























pan, the Philippines, Australia, and India. 
These markets afford tremendous possi- 
bilities for the development of the sale 
of lubricating oils and illuminants.This 
foreign business is at present hampered 
by the shortage of shipping facilities, but 
nevertheless is proving profitable. In 
fact, the further development of the 
Eastern markets is amply justified by the 
results so far obtained. 


Producing Properties 
The Pierce holdings comprise 120,000 
acres of oil lands in this country and 
Mexico, in fee or lease. The Mexican 
properties include 10,000 acres in the 
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Morris and Cushing fields, where two 
wells are located. The corporation also 
has three producing wells in Texas. It 
is from Mexico, however, that the large 
future output is expected. 

The corporation owns distributing and 
marketing stations throughout Mexico. 
The business in that country was estab- 
lished in 1877, and for a long time the 
Waters-Pierce Company was the only 
oil concern in Mexico. Later the Pear- 
son English interests came in, and are 
now active competitors, but the business 
under normal conditions will undoubt- 
edly continue to increase steadily. Re- 
cent advices from Mexico City suggest 








Virgin Mexican Oil Field 


Foreground Is a mass of ofl 


Panuco District adjoining some of the 
richest proven oil territory in the South- 
ern Republic. Two deep sand wells have 
been drilled in the vicinity of Tampico, 
and are supplying the refinery at that 
point. The corporation also possesses 
quite a remarkable shallow sand well in 
this district, which has been flowing 
steadily for a year at the rate of about 
30 barrels a day. The oil is exception- 
ally high grade, and yields about 38 de- 
gree gasoline. It is the present intention 
to test out the section to determine, if 
possible, the extent of the supply, and it 
is hoped that the production can bé sub- 
stantially increased. 

The Oklahoma properties are in the 





the possibility that the Carranza Govern- 
ment will attempt to oust the English in- 
terests who hold concessions from the 
Diaz Government. 


A Bit of History 


The Pierce Oil Corporation can be 
truthfully described as a child of war, 
born and bred in strife. It owes its cor- 
porate existence to a war waged by the 
Standard Oil Company, of New Jersey, 
to wrest control of the Waters-Pierce 
Oil Company, its predecessor, from the 
Pierce interests. The latter, although 
owning but a minority of the stock, 
forced the great company to relinquish 
its holdings. The fight was led by Henry 
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Clay Pierce, present chairman of the 
Pierce Oil Corporation, who by virtue of 
his famous victory in the Missouri 
courts, is said to possess the distinction 
of being the only man who ever forced 
John D. Rockefeller to sell oil stock. 
The present corporation is less than 
three years old, having been organized in 
Virginia in 1913. Its nucleus, the Wa- 
ters-Pierce Oil Company, dates back half 
a century, however, when the business 
was originally established in Missouri. 
In 1910 the company came under the con- 
trol of a triumvirate consisting of Pierce, 
Waters, and the Standard Oil Company, 
of New Jersey. The shares were about 
equally divided as to ownership, but 
Henry Clay Pierce was the real head of 
the organization, and in him was vested 
the entire management of the company’s 
affairs. Pierce at that time was a close 


friend of the elder Rockefeller, and his - 


company acted as a distributor for 
Standard Oil Company of New Jersey 
products in its territory. It operated 
chiefly in the States of Illinois, Arkan- 
sas, Missouri, and Texas, and in Okla- 
homa and Mexico. 

Things went smoothly until about 
1906, when the State of Texas brought 
suit under the Anti-Trust Statutes to re- 
strain the company from doing business 
within its borders. It developed that 


the Standard Oil Company of New Jer- : 


sey had obtained majority stock control 
of the company having acquired part of 
the Waters holdings. It was the Stand- 
ard Oil Trust that Texas was gunning 
for. The suit culminated in a State, and 
later a Federal receivership, and the 
properties of the Waters-Pierce Com- 
pany were appraised and sold under fore- 
closure. The appraisal value was 
$1,852,103, but Pierce and his asso- 
ciates bought in the properties on De- 
cember 7, 1909, for $1,431,741, and or- 
ganized the Pierce-Fordyce Oil Associa- 
tion, which was really a partnership, to 
take over the business and continue it in 
Texas. 


The Pierce-Fordyce Oil Association 


Owing to pending litigation, the 


Pierce-Fordyce Oil Association is oper- 


ated as a separate organization, but it is 
intended to merge it with the Pierce Oil 
Corporation as soon as permission can 
be obtained from the state of Texas to 
do so. Meanwhile the corporation holds 
88 per cent of the outstanding Pierce- 
Fordyce certificates and virtually con- 
trols the business of that concern. There 
has been set aside $6,400,000 of Pierce 
Corporation stock to acquire new prop- 
erties or shares in any corporation or as- 
sociation which means the Pierce-For- 
dyce Oil Association. 

When the consolidation is finally ef- 
fected, probably this year, the Pierce- 
Fordyce Oil Association is expected to 
come in on a basis that will add to the 
equity and potential earning power back 
of the Pierce Oil Corporation stock. 
Since the Association is an important 
cog in the business of the Pierce Cor- 
poration, in order to avoid unnecessary 
duplication and detail, its properties, etc., 
will subsequently be treated in this article 
along with those of the corporation. 


Fighting the Standard 


After this Pierce turned on the Stand- 
ard Oil Company, and fought them tooth 
and nail, with the result that the former 
finally agreed to turn over td him the 
2,000 or more shares of stock which it 
held. The price paid for the stock was 
$1,500 a share. Pierce then set out to 
buy up the small remaining portion of 
the stock, which was held privately. 
Finally in July, 1913, having secured 
control of practically 93 per cent of 
the entire outstanding capital, which was 
$400,000, he put through a plan to sell 
the Waters-Pierce properties to the 
Pierce Oil Corporation, which had been 
chartered about a month before in Vir- 
ginia. 

To-day in view of the great improve- 
ment in its domestic business, the out- 
look for peace in Mexico, the strength- 
ening of its financial position and the 
broadening of its markets, and enlarging 
of refining facilities, the Pierce Oil Cor- 
poration is undoubtedly in the position 
to make definite progress toward the 
inauguration of dividend payments on 
the stock. 
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World-Wide Currency Inflation 


What Does It Mean to the American Investor and 


Business Man? 








HEN the 
war broke 
out it was 

the general ex- 
pectation among 
economists and 
financiers that 
world-wide 
hoarding of gold 
would immediate- 
ly result. This 
expectation has 
been realized, but 
+ not exactly in ~~ 
- way that ha 
6 Cie been anticipated. 

In former crises of various kinds gold 
has been hoarded by individuals and, 
judging the future by the past, it was 
believed that substantially the same thing 
would occur this time. But the econo- 
mist failed to reckon with two new ele- 
ments in the case. 

One of these new elements was a 
change in human nature. We are alto- 
gether too ready to assume that human 
nature in the mass is an unchangeable 
quantity. We see plainly enough the 
progress of civilization, but our vision 
is too much limited to its mechanical as- 
pects. Wonderful as has been the me- 
chanical progress of the past half cen- 
tury, still greater advances have been 
made in another direction—that of or- 
ganization. 

Fifty years ago individualism had al- 
most full sway, as compared with the 
present day. The art of combined ef- 
fort was in its infancy. Organization— 
especially in business and finance—has 
made more progress since that day than 
in all the previous history of the world. 

If any government in the world, at 
the middle of the last century, had said 
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to its people, “ Bring us all the gold you 
have. We are likely to need it,” there 
is no probability that it would have re- 
ceived more than a small fraction of the 
gold in the hands of the people. Today 
Europe has said that to her people, and 
most of the gold has been handed over. 


Organized Hoarding 


The hoarding spirit remains, but it has 
become organized. Each people hoards 
its gold in the mass, by turning it over 
to the government. You may call this 
patriotism if you like—it is merely a 
question of words—but the quality in 
the act that seems to me to stand out 
most strongly is an appreciation of the 
importance of combined and organized 
effort. 

The other new element is the increased 
power of government. This does not re- 
sult from any growth of autocratic con- 
trol by sovereigns—on the contrary, the 
trend toward democracy has _ been 
strong in all the more progressive na- 
tions. The people have delegated more 
and more power to their governments at 
the same time that—perhaps we might 
almost say because—they have them- 
selves obtained a larger share of influ- 
ence over government action. 

This increased power of government 
is very largely due to a more complete 
and definite knowledge of conditions. 
Half a century ago probably no govern- 
ment in the world had any accurate 
knowledge as to the amount of gold held 
by its subjects. Today in the United 
States, England, France, Germany, and 
Italy statistical knowledge has made 
such progress that the government has 
a very close knowledge of the amount 
of gold within its borders and a very 
good idea of where that gold is located. 
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In France and Germany the govern- 
ment’s knowledge of the individual af- 
fairs of its citizens is surprisingly thor- 
ough. In other countries this feature of 
government has been less developed, but 
it is growing rapidly in all. 

The combined result of these two new 
factors has been government hoarding 
instead of individual hoarding. The 
people have been more willing to entrust 
their gold to the government, and at the 
same time the government has been in a 
better position to require them to do it. 


No Scarcity of Gold 


Hence there has been no scarcity of 
gold in the war, but, on the contrary, a 
great increase in the holdings of all the 
great European banks. It has been the 








Convrrion or Worwp’s Parncrrat Banxs 
January, 1916, and January, 1914 


(in million dollars) 
Jan.,1916 Jan., 1914 Increase 


Bank of England: 


SET 65:56 Reelgneios $193 30% 
BEN be ke seaaa oaks 523 145 260% 
Circulation ...... 167 139 20% 
Bank of France: 
Ct aivkasvdveos®s 974 685 42% 
I at oninn nore Salk 654 467 40% 
Circulation ...... 2,659 1,172 126% 
Bank of Ger- 
many: 
ye 596 362 65% 
OO eae 1,416 303 367% 
Circulation ...... 1,682 563 199% 
Bank of Russia: 
Ge Weksnccete a 786 738 1% 
Loans, etc........ 2,270 228 895% 
Circulation ...... 2,585 812 218% 
Bank of Italy: 
 nebucnsd eke 270 242 12% 
EN a avikbuhe-cee 190 162 17% 
Circulation ...... 580 348 67% 
Netherlands 
Bank: 
EE athe adsl ateu 177 61 190% 
Ce tices cubaae 69 —_  . Suen 
Circulation ...... 235 182 78% 
Average Increases Six European Banks: 
ET ei. thg tniangunaatanecuchseietaesets 58% 
DE ARE ELAS Rade ael deree¥Gus iane une adi 263% 
EE EEE ee eee 118% 
All U. S. National Banks: 
OE eee $2,108 $1,473 438% 
OS eer 7,234 6,261 15% 








policy of all governments, in view of the 
uncertain conditions into which the war 
has plunged us, to hoard their gold and 
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to issue paper money to take its place in 
the business transactions of the people. 
The result is that, in spite of the plenti- 
ful supply of gold, not one of the princi- 
pal European countries is today genu- 
inely on a gold basis. 

The table which accompanies this arti- 
cle, shows in condensed form the condi- 
tion of all the world’s principal banks 
in January of this year compared with 
January, 1914, before even the advance 
effect of war began to be felt. It will 
be seen that the increase in note circula- 
tion ranges from 20 per cent in England 
to 218 per cent in Russia, the average 
for the six principal European banks 
being 118 per cent. In ordinary times 
such an inflation would be thought to be 
sensational in the highest degree, but we 
have now become so hardened to sen- 
sational events that it passes almost with- 
out notice. 

And the inflation of loans is still 
greater than the inflation of currencies. 
In England, for example, where the 
growth of the note circulation has been 
kept down to 20 per cent, loans have 
gained 260 per cent; while in Germany 
we find, on top of an increase of 199 per 
cent in circulation, an expansion of 367 
per cent in loans. The position of Rus- 
sia is even worse, although our knowl- 
edge of present conditions in that coun- 
try is limited. The stupendous increase 
of nearly 900 per cent in loans of the 
Bank of Russia is largely due to ad- 
vances on government bonds. 


What Growth of Loans Means 


So far as the effect on prices and on 
industrial conditions is concerned, loan 
inflation is not much different from cur- 
rency inflation. Under modern business 
conditions, where transfers of goods are 
more often effected by credit than by 
cash, credit expansion is almost as dan- 
gerous in its after-effects as currency in- 
flation. Both remove the natural checks 
from what is sometimes called “ business 
inflation.” 

In the effort to do a larger business 
and thus to earn the greatest possible 
profit, business managers, considered in 
the ‘mass, will in the end use about all 
the cash and credit obtainable. When 
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the supply of cash and creflit approaches 
exhaustion, the expansion of business is 
automatically checked; otherwise there 
would be nothing to prevent the indef- 
inite rise of prices and the rapid develop- 
ment of unsound conditions. 

This natural check to over-expansion 
has now been to a very great extent re- 
moved in all the big commercial nations. 
This is partly true, even in the United 
States. It will be noted from the table 
that the loans of all our National Banks 
have increased about $1,000,000,000 dur- 
ing the two years, and, according to the 
estimate of Frank A. Vanderlip, the 
loans of other banks have gained a like 
amount, so that our total loan expansion 
is probably not less than $2,000,000,000. 

There is, however, no unsoundness in 
our present banking position; for while 
loans have gained about 15 per cent in 
two years reserves have increased no less 
than 43 per cent. This is partly due to 
the big inflow of gold resulting from our 
phenomenal exports and partly to the 
changes in reserve requirements under 
the new Federal Bank law; but in both 
cases the gain is entirely legitimate. 
There can be no sounder basis for expan- 
sion than an increased gold supply, and 
the reduction in reserves under the new 
law was possible simply because we had 
been, under the old law, carrying much 
greater reserves than were necessary. 


The Rise of Prices 


Unrestricted inflation abroad and an 
expansion in this country which may lead 
to inflation unless intelligently curbed, 
necessarily mean rising commodity 
prices. For we measure commodity val- 
ues in dollars, and if there is an over- 
supply of dollars the dollar falls and 
every commodity measured in dollars 
necessarily rises. 

We are not surprised, therefore, to 
find that commodity prices have risen 
since July, 1914, about 25 per cent in 
the United States, over 40 per cent in 
England, and something like 65 per cent 
in Germany—perhaps more. 

It is often carelessly assumed that in- 
flation has the same effect on security 
prices as on commodities. This is far 
from being correct. The effect on com- 
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modities is direct, on securities indirect. 
This is because the interest on bonds and 
the dividends on stocks are paid in the 
same dollars that are used to measure 
the value of the securities, hence the in- 
terest or dividend yield is not directly 
affected by any change in the value of the 
dollar. 

There is, however, an important indi- 
rect effect. Currency inflation tends to 
produce easy money and low money rates 
tend to lift the price of bonds. In Eu- 
rope money rates are no longer subject 
to natural influences, but in America 
economic law is still untrammeled, and 
there can be no doubt that the present 
great expansion in both money and 
credit has had an important influence to- 
ward better prices for our bonds, in spite 
of continued European selling. 

The principal influence of money and 
credit expansion on _ stocks comes 
through the improved earnings of the 
companies which issue the stocks. Ris- 
ing commodity prices bring better earn- 
ings on stocks, for two reasons: 

First, there is a constant rise in the 
money value of goods on hand, or in 
process of manufacture, so that, so long 
as prices continue to rise, materials are 
bought on a lower relative price-scale 
than that on which the finished product 
is sold. This adds to profits. 

Second, a rise in the general level of 
prices has a stimulating influence on busi- 
ness through its psychological effect, so 
that for that reason also trade becomes 
more active and earnings of corporations 
larger. 


Currency Depreciating Abroad 


In spite of the fact that close govern- 
ment control of gold abroad prevents any 
quotations for paper currency that would 
establish the exact amount of its depre- 
ciation, there can be no question that it 
has already depreciated heavily in all the 
nations at war with the exception of 
England. For although there are no 
quotations that compare gold with pa- 
per in the countries where the paper is 
issued, the foreign exchange quotations 
now compare paper money abroad with 
gold on this side. 

At this writing the depreciation indi- 
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cated by foreign exchange quotations is 
about as follows: 





A deuction of perhaps 2 or 3 per cent 
should be made from these figures be- 
cause of the heavy cost of sending gold 
to this country under present shipping 


conditions. It is probable, therefore, 
that England’s paper money has not de- 
preciated. In fact, there is no reason 
why it should, as the circulation of the 
Bank of England has increased in the 
last two years only two-thirds as much 
as its gold supply. But French paper 
money has depreciated about one-eighth, 
German about one-fifth, Austrian one- 


third, Russian and Italian nearly two- - 


fifths. 
Whither? 

Where will Europe land in this head- 
long career of inflation? Evidently in 
complete exhaustion. For these figures 
show fairly well the relative degree of 
economic exhaustion in the several coun- 
tries. When there is no check to the 
expansion of money and credit, that is 
the way in which economic exhaustion 
shows itself—in higher prices. From 
this approaching exhaustion even Eng- 
land is by no means exempt, as is shown 
by the increase of 260 per cent in her 
bank loans. 

A question of immediate interest to us 
is the effect of continued currency infla- 
tion abroad and generous expansion at 
home, on our own industrial and invest- 
ment situation. 

So long as the level of commodity 
prices keeps rising we always imagine, at 
least, that we are prosperous, even though 
the falling value of the dollar may de- 
ceive us into thinking ourselves richer 
than we are. It is when prices stop rising 
that we are brought to a halt, and falling 
prices soon cause trouble, to the extent 
of a considerable reaction in activity at 
any rate. 

There is, however, nothing in sight 
now to cause any important decline in 
our price level. We have an abundance 
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of cash on hahd, and the limit of our 
credit expansion is by no means reached. 
While the crest of Europe’s purchases 
from us is probably past, she must still 
continue to buy largely so long as the 
war lasts, provided she can get money 
or credit with which to do it. The pres- 
ent outlook, then, is for further indus- 
trial prosperity. 

When we come to security prices, the 
situation is, now as always, more compli- 
cated. Profits of most of our industrial 
companies are phenomenal and the posi- 
tion of even the sore-beset railroads has 
greatly improved; but there are several 
factors ahead which are likely to reduce 
these profits. 

One of these factors is the possibility 
of a sudden falling off in the European 
demand for our goods, either as a result 
of peace or because of inability to ar- 
range for payments, or again because 
of increased production of munitions 
abroad. Yet this possibility does not now 
seem imminent. Peace seems almost as 
far off as ever. Europe’s resources, 
while badly strained, are by no means 
exhausted. 

Another threatening factor is the rapid 
rise of our costs. Not only all materials 
and supplies, but labor also, must cost 
considerably more in 1916 than in 1915. 
This will naturally result in lowered 
profits. 

Higher money rates would check our 
security prices, but there is no indication 
of any important rise in money rates in 
the early future. We must conclude, 
then, that the principal danger to our 
security prices lies in the complete dis- 
counting of the situation. In some stocks 
this point has probably already been 
reached, in others not. 

It is the history of all past periods of 
inflation that activity of trade and a rela- 
tively high plane of stock prices last until 
the inflation is checked. In Europe, that 
check can come only with peace. In 
America, any dangerous inflation is as 
yet only a consideration for the future. 
In spite of new elements in the present 
situation, then, we are probably war- 
ranted in assuming that in this respect 
history will orice more substantially re- 
peat itself. 

















No Let-up in Business Activity 


Clearings Good but Not Abnormal—Failures Very Small 
—Building Operations Improving 


ANUARY closed a four months period 
during which the United States did a 
great deal more business, in the ag- 

eregate, than in any previous four months 
of its history. Total bank clearings for 
the four months averaged nearly $20, 

(00,000 a month, and clearings outside New 
York average about $7,700,000,000. The 
previous high records were, respectively, 


touch still higher figures before the move- 
ment is over. 

It is also notable that, in spite of all the 
talk about wide speculation on the Stock 
Exchange, the New York clearings now 
represent a smaller part of the total clear- 
ings throughout the country than in 1910. 
In January of that year the New York 
clearings were over 65 per cent of the total; 





Average Average Per cent. Per cent. 
Money Rate Money Cash to Loans to 
Prime Com- Rate Deposits New Deposits New Br’dst’s In- English In- 


mercial Paper European York Clearing- York Clearing- dex of Com- dex of Com- 














New York. Banks. house Banks.* house Banks.* modity Pcs. modity Pes. 
February, 1916... 8% 5 16.4 91.5 
January, 1916... 3% 5 16.4 91.8 10. 92 3,684 
December, 1915... 3% 5 17.0 92.0 10.65 8,500 
F ebruary, 1915... 8% 5 19.1 97.4 9.66 3,008 
1914... 4 3% 27.1 96.0 8.86 2,618 
oe 1913... §& 5 25.8 99.2 9.46 2,732 
ae 1912... 8% 4 27.5 95.5 8.96 2,618 
*Affected by the new Federal Reserve System. 
Total Bank Clearings Balance of Gold Balance of Building Business 
Bank of U.S. Movements Trade Operations, Failures, 
Clearings Excluding —Importsor -—Importsor Twenty Total 
of U.S. N.Y. City Exports Exports Cities Liabilities 
(Millions) (Millions) (Thousands) (Thousands) (Thous’ds) (Thousd’s) 
January, 1916.. 20,070 | (StF ebkee |! 5) gametes Sige 21,521 
December, 1915. 20,802 7,971 Im. 33,528 Ex. 187,459 44,874 23,277 
January, 1915... 13,488 6,195 Im. 6,204 Ex. 145,781 26,693 50,108 : 
95 1914... 16,198 6,826 Im. 3,528 Ex. 49,323 29,819 87,285 
™ 1913... 16,283 6,895 Ex. 11,027 Ex. 68,969 31,403 19,295 
“ 1912... 15,095 6,260 Im. 3,226 Ex. 58,859 27,623 19,945 
Production of U.S.Steel Price of 
Wholesale of Iron Co. Unfilled Electro. Winter Babson’s 
Price of (Tons) Tonnage Copper Wheat Bond 
Pig Iron. (Thous’ds). (Thous’ds).¢ Cents. Condition. Average. 
February, 1916...... 17.90 26.4 — 91.6 
January, 1916....... 17.90 3, 188 7,922 24.2 eee 91.8 
December, 1915...... 17.10 3,203 1,806 20.2 87.7 91.8 
F ebruary, es Sin.g dre 12.40 1,601* 4,248* 14.4 ae 89.0 
eer 13.81 1,885* 4,613* 14.5 88.3t 94.0 
on SOEs ccews 16.69 2,795* 7,827* 15.0 97.2t 95.5 
™ ee 18.81 2,057* 5,379* 14.1 93.2T 98.5 
*January. +Last day of mo. tDecember. 
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$17,174,000,000 in January, 1910, and $7,026,- 
000,000 in October, 1913. 

Striking as this increase is, it does not 
represent any abnormal expansion. Six 
vears have elapsed since the high record 
of 1910, and during those six years the 
wealth of this country has increased in con- 
siderably greater ratio than the clearings. 
If our bank clearings are to reach the same 
proportion to our wealth as in previous 
periods of great business activity, they will 
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in January, 1916, they were about 62 per 
cent. Stock market activity in 1910 was 
not above the normal for good times. If 
we go back to 1906, when it was above 
normal, we find that the New York clear- 
ings constitute a much larger proportion 
of the total. There is very little warrant, 
therefore, for talk about inflated specula- 
tion in stocks, aside from a few of the 
“war babies.” 








What Thinking Men Are Saying 


About Financial, Investment and Business Conditions 


“Malady of the 
Railroads”—Elliott 


FJOWARD ELLIOTT, president of 

the New Haven, in an address to 
the U. S. Chamber of Commerce at 
Washington, said, in effect, that the rail- 
roads of this country are ill. Now, there 
are 100,000,000 persons to be served by 
our transportation systems. If the rail- 
roads are not given a fair chance, al- 
lowed to develop and to interest new 
capital, “what will be the conditions 
when there are 150,000,000 persons to be 
served?” He stated that the “ malady 
of the railroads” cannot be cured until; 


1. The public thoroughly realizes the 
fact that the railways are no different from 
any other kind of business in their ability 
to increase constantly all kinds of expenses 
and at the same time reduce or not to ad- 
vance the price of the article they have to 
sell—transportation, and keep the plant 
adequate to the needs of the country. 

2. The public realize that extreme and 
conflicting regulation is hurting them. 

There is reasonable control and regu- 
lation of the great organizations of labor 
that are engaged in the work of various 
public utilities, including railways, upon 
‘which the welfare of society depends. 

4. Instead of passing additional laws, an 
account is taken of those now in existence 
to be followed by classification, amendment 
and repeal of some of them. 

5. It is realized that the railways are 
more and more national and less and less 

















“IF YOU CAN GET ME OUT AS EASILY AS 
YOU GOT ME IN, RUSTLBE IT ALONG!” 
—Sykes in the Philadelphia Evening Ledger. 


state in character and that state control 
and regulation must be subordinate to na 
tional control. 

6. The nation has a right to expect of 
every man that he give the maximum of 
physical and mental effort in whatever 
position he occupies. 

7. Men of commerce give more attention 
to these very important matters and use 
their influence with law makers and execu- 
tives in an effort to bring about a more 
reasonable treatment of all business, in- 
cluding that. of the railways. 


Great Costs of 
Great War 


HE London Economist presents some 
very interesting estimates as to the 
costs of the great war being waged, bas- 
ing its figures on its termination March 
31, 1916. In the table which follows 
“ direct cost” is to be understood as the 
cost of the war to the governments con- 
cerned for expenditures on their own 
war operations—expenditures in excess 
of ordinary peace outlay on military and 
naval matters—while the second column 
represents those direct costs, plus loans 
made, or less loans received, this repre- 
senting the burden to be met during the 
war. 
(Figures are in millions of dollars) : 





Cost Addi- Inc. In- 
Direct +or— tional terest 
Cost Loans Debt Charge 
United King- 

OE ivcacce chi $7,750 $10,125 $6,900 $345 
PUD: cxcesasee 8,275 8,775 9,500 465 
DOD Se osacaswe 7,125 7,000 17,500 375 
DiiGascekenaes 1,800 1,125 2,000 100 
Belgium and 

ED Sadcienss 1,100 225 1,200 60 

Entente total. .$26,050 $26,250 $27,000 $1,355 
Germany ....... 10,500 11,850 10,500 525 
Austria - Hun- é 

BOTY .cccccese 5,500 5,500 5,750 330 
Turkey and Bul- 

BREED évscccess 850 150 900 55 

Alliance total.$16,850 $17,000 $17,150 $910 





All belliger- - 
OD -ciscanat $42,900 $43,250 $44,150 $2,265 


The total war costs thus arrived at are 
compared with the national wealth, the 
national income, and national savings 
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per annum. The proportion of costs to 
these items is given in the following 
table: 


—Proportion of Cost to— 

Wealth Income Savings 

United Kingdom....... 88% 11% 424% 
PEGG cee cescssccseses 14.7 128 766 
RUSE cc ccccccccsccess 14.1 113 678 
Htally cc cccccvccscccececs 5.9 48 328 
Belgium and Serbia... 9.6 76 442 
Entente total........ 113 93 564 
Germany oo... cesceees 15.9 121 727 
Austria-Hungary ...... 15.9 120 717 


Turkey and Bulgaria... 12.0 105 700 


Alliance total........ 15.7 120 722 


All belligerents...... 128 102 620 


“Shock of War Must 
Be Borne by Us”— 
Vanderlip 


[ his address before the Third Na- 

tional Foreign Trade Convention, at 
New Orleans, Frank A. Vanderlip sum- 
marized in a truly startling way some of 
ee ee effects of the great war. He 
said : 


The conditions of competition after the 
war will contain factors distinctly in our 
favor. Four hundred and fifty million of 
the world’s population are now engaging 
in war, twenty-five million men are under 
arms. The actual loss of effective labor 
units will make a hideous total, and in that 
loss will be included, besides a mere eco- 
nomic destruction of labor, the loss of 
technical skill, of trained expertness, of 
experienced ability, that will be hard to 
measure in pounds or marks or francs. 
Our competitors will be staggering under 
almost unthinkable debts, and industry 
must bear a burden of taxation which will 
go far to reduce its effective composition in 
neutral markets. Our competitors may find 
in their home market prices on the inflated 
basis of an almost unlimited issue of paper 
currency, now well under way, and will 
have to go through all the travail and pain 
of getting back to a sound gold standard 
before they can trade with the world on 
equal terms. The exhaustion of capital in 
Europe will force industry to pay high 
rates of interest. Ample mercantile credits 
to foreigners which have in times past been 
such an aid to European foreign commerce, 
will be far more difficult to give. These 


are all advantages that are unpleasant to 
think about, for they mark some measure 
of the blow to civilization which this gi- 
gantic war has struck, and we may well re- 
member, instead of rejoicing over these 
handicaps to our competitors, that the in- 
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MARKS AND RUBLES! 
—From Baltimore Sun 


POUNDS, FRANCS, 





direct shock of this blow must be borne by 
us, as well as by the rest of the world. 

The trend of Mr. Vanderlip’s remarks 
as a whole was far from pessimistic, 
however. His conclusion is that Amer- 
ica has the most*extraordinary opportu- 
nity which ever came to a nation to as- 
sume commercial leadership of the world. 
“ The main obstacles in our way will be 
obstacles of our own making or deficien- 
cies in our character and political struc- 
ture.” 


“Mobilized” Stocks 


NNOUNCEMENT was made on 
January 20 of the inclusion of the 
following stocks in the list of American 
securities which the British Treasury is 
prepared to borrow or purchase under 
the mobilization plan: 
Atchison common and preferred. 
Baltimore & Ohio com. and pfd. 
Pee Milwaukee & St. Paul com and 
pfd. 
Great Northern preferred. 
Illinois Central. 
Louisville & Nashville. 
New York Central. 
Norfolk & Western common. 
Northern Pacific. 
Pennsylvania. 
Reading common. 
Southern Pacific common. 
Union Pacific com. and pfd. 
United States Steel preferred. 


A cable from London to the Montreal 
Gazette of January 24 stated, in explana- 
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tion of the reason why Canadian Pacific 
RR. shares are not included in the list, 
that their omission is due to the fear of 
possible loss of British control. These 
shares, it is added, together with a few 
low-priced issues and Steel common, 
now constitute the American market at 
London. 


Bonds Active 
in January 


J ANUARY was a month of activity in 
the municipal bond circles. Many 
new issues were sold and the entire list 
of state, county and city issues moved 
to a new high price level. Here is a 
record, as compiled by the Daily Bond 
Buyer of New York, of the sales of long- 
term municipal bonds in the month of 
January for the last ten years: 


on wa OE $48,899,978 I1911....... $84,574,798 
SEE 31,366,878 1910....... 12,012,027 
BORG. oc cv0e 84,206,988 1909....... 82,687,034 
1918....... 42,933,341 1908....... 10,246,990 
1912....... 26,497,485 1907....... 8,560,477 


The following table compiled by the 
Journal of Commerce classifies the past 
month’s financing (actual issues) and 
gives comparisons : 


Railroads 1916 1915 Change 
Bonds _ ... .$54,350,000 $68,850,000 — $9,500,000 
Notes ..... 7,721,000 12,360,000 — 4,639,000 
Stocks .... 212,500 2,200,000 — 1,987,500 





Total ... 62,283,500 78,410,000 — 16,126,500 
Industrials 
Bonds .... 12,496,000 80,398,000 — 17,902,000 
Notes ..... 72,056,100 14,155,500 +- 57,900,600 
Stocks .... 45,940,600 4,462,900 + 41,297,700 





Total ...130,492,700 49,196,400 +- 81,296,800 





Gd. tot’l. 192,776,200 127,606,400 +- 65,169,800 


Public Must Decide 
Coal Strike 


[X discussing the threatened coal strike, 

The Black Diamond, recognized un- 
official organ for the coal operators, says 
editorially : 

For years we have been saying to the 
coal operators at every wage period: 

“The miners are making demands. You 
are asked to pay them. But it is common 
knowledge that ¥... can’t pay out of your 
own pockets. hat you are giving away 
is not your money, but the public’s money. 
You are the stewards of the public purse. 
Why not, then, let the public decide if it 
wishes to pay?” 


The anthracite operators have decided 
to do just that thing. The have put the 
matter of the miners’ demands up to the 
public. This is where it belongs. We 
will all be anxious to see what the de- 
cision is. 


Stock Trading Heaviest 
Since 1910 


RANSACTIONS in stocks on the 

New York Exchange during January 
aggregated 15,940,261 shares, an increase 
of 2,263,940 shares over December, and 
of 10,864,544 shares over January, 1915, 
says Bradstreet’s. Dealings were, in 
fact, the heaviest reported for any Jan- 
uary since 1910. The following com 
pares dealings in stocks for January of 
this year and the same month in previous 
years: 


Shares Shares 
ee 15,940,261 1908........ 16,615,658 
aa SOTETIT 3 IG0T... 2.00 23,014,797 
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NOBODY LOVES A FAT MAN 
—Richards in Philadelphia North American 





How England Will 
Pay for War 
Wy SITING in the February 2nd Out- 
look, James D. Whelpley outlines 
how England will raise money to con- 
tinue the contest during the current year: 


England will require $8,000,000,000 or 


more for war and ordinary expenses dur- 
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ing the year 1916. About $2,000,000,000 of 
this will be raised through the usual chan- 
nels of taxation expanded to their utmost, 
for it is expected that the taxpayers of the 
United Kingdom will contribute nearly 
double the amount they were called upon 
to pay in the year preceding the outbreak 
of war. 

This increase is brought about by doub- 
ling the income tax, imposing new and in- 
creased taxes upon spirits, tea, tobacco, and 
other articles of consumption, and by re- 
ducing the free list of imports. With the 
exception of such balance as was on hand 
Jan. 1, 1916, the remainder of the money 
will be borrowed at home and abroad. 
Paper money will be issued in increasing 
amounts for home use. 


Heavy Railroad 
Equipment Buying 


RR Ae JAD equipment buying which 
showed up so strongly in the last 
quarter of 1915, continued heavy in Jan- 
uary. The following tabulation from 
the Journal of Commerce indicates how 
January rail orders (tons) compared 
with other months in the two years pre- 
vious. 





1916. 1915. 1914. 

January ..... 241,300 200,000 317,700 
PObreaty .0c% cnsece 150,000 208,500 
a ee 160,000 78,500 
. ee ae 65,000 76,000 
Ee 14,000 100,000 
ee 225,000 167,000 
, MO ee 240,000 237,000 
ee eee ee 160,000 78,500 
Sepheshar: ooo. vccves 360,000 75,000 
OMT - ckcks * wastes 490,000 49,000 
November ... ...0.- 255,000 46,000 
December ... .....; 353,000 78,000 

Total year.. 241,800 2,672,000 1,501,800 


The second tabulation enables com- 
parisons of the volume of car orders 
with previous months. 


1916. 1915. 1914. 

January ..... 30,327 3,300 16,000 
jee re 4,255 8,102 
DG biagecte. ‘altwen 1,287 7,717 
ROG ivcawake | okie 3,000 10,883 
a Be 20,210 8,236 
i re Cae eh 29,864 16,602 
iy sccuiskbans™ tauane 9,500 8,045 
MS | atk oe wee 4,623 4,361 
September ...  ..... 5,060 875 
COM: ssa0k. - Goes 25,452 2,954 
November ...  ..... 34,258 1,164 
December ....  ..... 18,509 1,800 
Total year.. 380,327 159,368 86,239 




















ELUCIDATING A POINT 
By “Bart,” Minneapolis Daily News. 





Decline in 
Foreign Credits 


ITH each of the leading warring 

nations asserting that its credit is 
better than that of its opponent, com- 
parisons are of interest. The diagram 
which we have reproduced was prepared 
for the British Board of Trade and 
taken from the London Times. It shows 
the rapidity with which German credit 
sank in New York during the Fall. Note 
also the fluctuations of French and Eng- 
lish credits. 


Decline in Exchange Rates of Warring Nations 


1 
2 
3 
4 
6 
6 
7 
s 


DISCOUNT PER CENT 





. JAN FEB MAR APR MAY JUNE JULY AUG. SEPT. OCT. NOV 











670 THE MAGAZINE OF WALL STREET 


Record Mineral Output 
in 1915 


AST year was a record year for min- 
eral production for the United 
States, says the Mining and Engineering 
World. “In nearly every mining state 
and territory increased mining activity 
and increased production was the rule, 
and resulted in a production from all 
sources of approximately $2,500,000,- 
000.” The accompanying table shows 
the minerals cutput, with the increase or 
decrease, with percentages, as compared 
with 1914. 


National City Bank 
in 1915 


Business conditions in the opening 
month of 1916 have been very encouraging 
from almost every viewpoint. It would be 
easier to name the unsatisfactory features 
than the favorable ones. 

The congestion of foreign-bound freight 
at the ports, with the incidental inconven- 
ience to the railways and shortage of cars 
would be the most important of the latter, 
and the shortage and high prices of numer- 
ous materials, notably dyestuffs, would 
come next. 

The suggestion of labor troubles, par- 
ticularly upon the railways, is also dis- 
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Production of Principal Minerals and Metals in United States in 1914-15 


Product— 1914. 
Saha hagas teds.ccee 1,162,854,974 
ee nang ba atkoen 4,597,082 
EL wits bvanksccaotdceess 71,670,694 
is Ge WHR. cc éceceecicce 585,020 
~ i 2 See 22,979,926. 
* Quicksilver, flasks ............ 16,548 
<r 407,000 
*Spelter, (short tons), from 

domestic ore............... 843,418 
A a 88,230,170 
**Coal (anthracite), long tons. . 90,821,507 
*Coal (bituminous), long tons.. 422,703,970 
Irom ove, leme toms........020. 41,439,761 
“Hretretemmm, Bis... <cccccccccce 289,850,000 


+ Increase Per cent. 

1915. —Decrease. Increase. 
1,442,206,388 +279,351,414 19.38 
5,092,973 +- 500,728 9.84 
76,871,400 + 4,700,706 6.16 
615,525 + 80,505 12.06 
29,572,194 + 6,601,268 22.82 
20,681 + 4,118 23.71 
565,000 + 158,000 29.73 
460,000 + 116,582 25.34 
85,732,000 — 3,498,170 $3.97 
88,620,000 — 4,201,507 $4.00 
430,203,970 + 17,500,000 1.01 
57,711,501 + 16,271,740 28.20 
291,400,000 + 1,550,000 005 


*U. S. Geological Survey figures; **Anthracite Bureau of Information; ¢Decrease. 








A second tabulation shows the amount 
of dividends paid by American mines and 
works in IQIS5. 

Total No. Total for 


Year. of Co.s Year. 

Eee ee 142 $82,306,996 
0 Se ree 153 84,470,388 
EE Se ee 157 98,946,055 
ES ee aa ee 168 107,047,535 
GT wick dain éa-incadie ets 128 83,182,525 
cad nie & Gabt dies bmid aes 152 110,047,145 


quieting, in view of statements, apparently 
authorized, that the four orders of train- 
men which have joined in demands for a 
readjustment of the basis of pay will hav« 
“no arbitration this time.” 


The railway orders, however, have al- 
ways been ably directed, and it is not likely 
that the men as a body would favor a step 
so demoralizing to industry and so in- 
jurious to the country as an attempt to tie 
up the country’s transportation system. 


Cure of the Cost of Living 
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—The Annalist 











WHAT THINKING 


Earnings of 
Automobile Companies 


HE automobile industry has not 

reached the zenith of its prosperity, 
if one is willing to accept the figures 
compiled by the Michigan Investor. We 
present herewith its table showing the 
capitalization, earnings in the aggregate 
and per share for the twelve months 
ended December last, and percentage of 
earnings on the market price, of some of 
the new automobile companies which 
have featured the market: 
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American National Bank 
of San Francisco 


Before the outbreak of the war, it was 
apparent the tariff was working a detri- 
ment to the country, and while its full force 
had not been ascertained, it was quite evi- 
dent the effect was anything but favorable, 
as many factories were closed and other 
industries adversely influenced. The rail- 
roads were, mostly, in a bad way, and it 
has been only through the great increase 
in transportation brought about by the war, 
that they have been able to make any kind 
of a showing the past year. The real estate 
market in all parts of the country was dead 





LEADING MOTOR CO’S. EARNINGS 


Per Earned on 

Stock Net Earn Shr. Mkt. Price 

WD ‘usectecécusuaabenns $16,000,000 $8,000,000 *50% 50 50% 
PUMNG: Sccncceencseswee 10,000,000 1,800,000 *18 30 380 
COE. nancusndcevns ies 7,000,000 1,300,000 18 84 21 
DE  scscusecsaseuseueas 6,000,000 850,000 14 69 20 
Pe dactacdiausccasuedds 6,000,000 3,500,000 T58 32 18 
CORED. ceccixccatswsesek 5,000,000 1,000,000 20 135 15 
CRONE kccaccacvasscieas 20,000,000 2,200,000 ll 120 9 

*Par 50. + Par 10. 








The earnings in the table above are for 
the 1915 calendar year, and for practi- 
cally every company enumerated the rate 
of profits in the closing months of 1915 
was decidedly larger than that of the full 
year. Production figures for the current 
season which ends July next are in most 
cases at least double those of the past 
season. 
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or nearly so, and, generally speaking, busi- 
ness was fast drifting into the doldrums. 
At present, we have nearly all the business 
we can handle. Factories are running on 
full time, labor is probably more fully em- 
ployed and at a higher average wage than 
at any period in our history, and all trans- 


portation lines, both rail and water, are 
working near capacity. 
E. & C. Randolph. 
The investment situation is excellent 


with a larger demand for bonds than can 
be easily supplied at present prices. This 
demand might easily spread to the high 
grade investment stocks if there were no 
uncertainties ahead like the wage diffi- 
culties that the railroads are facing. A 
clearer view of the wage situation may re- 
sult in greater attention being paid to the 
rails. 


Keane Zayas & Potts. 


The stock market has not as yet ade- 
quately discounted the prosperity that is 
now general throughout the country. This 
process of discounting is represented by 
the marking up or down of prices of securi- 
ties, and it usually occurs well in advance 
of any change for the better or worse in 


fundamental conditions. Since the war, 
however, the order of procedure in the 
stock market has been reversed. Prices 


have been following, not leading, the won- 
derful improvement in business conditions; 
and as they have not as yet caught up with 
that improvement it would seem they have 
still some distance to go. 
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How Salaried People Should staat 


Small Principal and Income No Barrier to Successful 
Investment—Combining Security and Chances for 
Speculative Profits—Fundamentals for the Beginner 





By PAUL CLAY 








HE importance of salaried people 
in the investment field is at last 
beginning to be realized. It was 

formerly the practice to issue bonds only 
in denominations of $1,000 and upwards, 
and thus put them out of the reach of the 
great majority of these people. How- 
ever, the income tax returns have em- 
phasized the fact, which all thoughtful 
people had already realized, that the 
total wealth of the great middle class of 
people vastly exceeds the total wealth 
of the rich. The middle class is so num- 
erous that individually the members of 
it need be worth only a few hundred dol- 
lars apiece to so swell their aggregate 
resources as to make the total wealth of 
the rich look small indeed. 


Appealing to the Small Investor 


Perhaps no more striking evidence of 
this recognition could have been given 
than the flotation of the $500,000,000 
Anglo-French §s in small denominations 
of $100 and upwards. When our finan- 
ciers had a really great task to perform 
they appealed to the solid middle class 
to help them. THE MAGAZINE OF 
WALL STREET appeals to this same 
class, meaning, of course, people receiv- 
ing salaries of, say, $100 to $300 per 
month. It is out of the ranks of this 
great class that individuals exceptionally 
endowed with thrift and business ability 
are continually rising to positions of 
financial and commercial leadership. 

This desire to rise in the business 
community is a factor which must be 
considered in making any acceptable 
suggestion as how salaried peoplé should 
invest their money. Wealth already ac- 
cumulated may conveniently be placed 


in securities yielding only about 4%, 
simply because the principal effort of 
the rich is to retain their wealth. But 
when the underlying purpose is to ac- 
quire wealth, rather than merely hold 
what one already has, the plan of invest- 
ing must be altogether different. A sal- 


‘ary of $4,000 or less, after deducting 


living expenses, can never make one rich 
on a 4% income. 


Causes of Investment Failure 


Ordinarily the attempts of salaried 
people to acquire wealth through invest- 
ments lead to failure and loss. It may 
be only a moderate loss in the market 
value of bonds held, or it may be a large 
loss on funds invested in highly specu- 
lative stocks; but it seldom occurs that 
these people are genuinely successful 
with their investments. Neither is this 
any discredit to themselves. It does not 
prove or even indicate that they are un- 
skillful handlers of investments. Their 
lack of success is due to two principal 
causes, and these are, first, the great 
difficulty of acquiring wealth through in- 
vesting, and, second, the great disadvan 
tage to be faced by the man who must 
invest money in small amounts rather 
than in thousand dollar lump sums. 

What is wanted is a list of securities 
that will show a high yield together with 
a high degree of safety, and the two 
things do not ordinarily go together. To 
obtain a high degree of safety or stabil- 
ity, one must sacrifice yield; and to se- 
cure a high yield one must take big risks. 
This may be illustrated in any class ot 
securities. In Municipals, for example, 
it is easy to select absolutely good bonds 
which are practically as good as cash 
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and do not go off more than a point or 
two even in a wild bear market; but 
they yield only about 4%%. One may 
obtain Municipals yielding 6%, but they 
are obligations of small towns with no 
definite reason* for existence, and may 
or may not prove good. 

In brief, there is no such thing as an 
investment list which will prove abso- 
lutely acceptable and agreeable to sal- 
aried people. Either the risk will be too 
high or the yield too low. To complicate 
the difficulty, probably not more than one 
bond in twenty is issued in hundred dol- 
lar denominations. Thus the typical sal- 
aried man whose daily routine occupa- 
tion prevents him from acquiring skill 
as a financier, has a vastly inferior lot 
of investments to select from—whereas 
the corporation president, whose occu- 
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obtain a list of investments, the bulk of 
which will stand up well in a bear mar- 
ket, and the remainder of which will 
appreciate enough in a bull market 
to perhaps give him a start on the 
road to fortune. Now there are two 
ways of doing this. One is to purchase 
practically all medium grade or low 
grade bonds yielding 534 to 64%, and 
trust that the earnings of the issuing 
companies will so increase as to bring 
about a rise in the prices of these bonds. 
The other is to put the bulk of one’s 
funds into strictly high grade and stable 
bonds and put the balance into highly 
speculative stocks. 

Of the two ways the latter is far the 
better. As a broad general rule, bonds 
that are floated at prices to yield 6% or 
more, are so lacking in physical assets 





DESIRABLE INVESTMENTS 


\MERICAN MUNICIPALS: 


City of Baltimore 46 duc 1961, yielding about... ............ccsccccccccccccccccccees 
New York City 4%s due 1965, vielding about...............ccccccccccccncedvcccces 
San Francisco 5s due 1930, yielding about. . 


FOREIGN GOVERNMENTS: 


Anglo-French 5s due October, 1920, yielding about..................66.2-eeeeeeeeeee 
Alberta 4%s due 1923, yielding about...... 
Saskatchewan 5s due 1925, yielding about. . .. 
Italian Government notes, yielding about.. .. 


RAILROAD MORTGAGES: 


Norfolk and Western Ist 4s due 1996, yielding about.............. 
C., B. & Q., Denver Ext. 4s due 1922, yielding about.....................+:: 
Southern Pacific, San Francisco Terminal 4s due 1950, yielding about............... 
Virginian Railway 5s due 1962, yielding about 


RAILROAD STOCKS: 
Seaboard Air Line common and pfd. 
Erie Railroad Ist and 2nd preferred 
Southern Railway common 


COPPER STOCKS: 
Inspiration Copper 
Chile Copper 


4.00% 





pation has given him the necessary skill 
to meet difficult problems, has such a 
vast number of good thousand dollar 
bonds to choose from that the choice 
does not require much skill. 


Solving the Investment Problem 


Under these conditions the nearest 
approach to the solution of the invest- 
ment problem of the salaried man is to 





and other absolute security that in a 
bear movement they will depreciate 
about 20%. On the other hand, if the 
same fund were put four-fifths into 
strictly high grade bonds, and the other 
fifth into purely speculative stocks, and 
if one got caught with this list in a bear 
market, the bonds would scarcely de- 
preciate at all, and if the stocks went 
down to nothing the loss would still be 
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only about 20% of the total fund. 
Otherwise expressed, an investment 


made up mostly of very high grade bonds, 
but partly of purely speculative stocks, 
contains much more promise to the sala- 
ried man than one made up of low grade 
high yield bonds, and at the same time it 
is safer. Upon this principle each of the 
following suggestions is made upon the 
plan of putting 80% of the total fund 
into perfectly reliable bonds, and the 
other 20% into very promising specu- 
lative stocks. The suggestion given first 
is considered the best; but as it involves 
the purchase of thousand dollar bonds, 
many salaried people will be unable to 


Now the average yield of this entire 
list, without assuming any income at all 
from the stocks or counting any profit 
from their appreciation, is 4.27%, or 
thereabouts. That is, the bonds yield 
enough to pay this rate npon themselves 
and also upon the stocks. Yet all these 
bonds are so stable and secure that they 
could be held through a bear market 
practically without risk of depreciation. 
Now if the investor himself bought typi- 
cal bonds such as are floated on a 6% 
basis, the most he could ever expect 
would be that they might appreciate 
enough to show him 10% profit. Prob- 
ably they would never do this, since 











DESIRABLE INVESTMENT COMBINATIONS 
FIRST SUGGESTION 


20 per cent. in Canadian municipals yielding... 
in foreign governments yielding... 
in equipment trusts yielding....... 
in short term notes yielding....... 


20 per cent. 
20 per cent. 
20 per cent. 
10 per cent. in non-dividend rails 
10 per cent. in copper stocks 


ehhdweNheaSNenetendidd eos ane beens 5% to 5%% 
she eseehben deteentseee S46 neteewen 53% to 6% 
: Yo 


Jucdislthias ut igncvascisrsdaes ciel 4% to 54% 


SECOND SUGGESTION 


20 per cent. in American municipals yielding... 
40 per cent. in foreign governments yielding... 
20 per cent. in railroad py bonds yielding 


10 per cent. in non-dividend rails 
10 per cent. in copper stocks 


RE EH SRN ey eT EE 4 to 45% 
ijl ths Aidtuaatmmiihanitindadcdbacted 5% to 6% 
BAAN A, ETA TS 4 to 514% 


THIRD SUGGESTION 


40 per cent. in foreign governments yielding... 
bonds yielding 


40 per cent. in railroad mortga 
10 per cent. in non-dividend rails 
10 per cent. in copper stocks 


A POOP EE ee Oe 
hike dik ceukwnecesokseabeibanects 4%, to 5K%% 


FOURTH SUGGESTION 


80 per cent. in foreign governments yielding... 


20 per cent. in copper stocks 


— 





act upon it. Hence the second, third and 
fourth suggestions are for those who 
have not the means to act upon the first. 

The second, third and fourth sugges- 
tions can be carried out by those who 
are able to invest only $100 to $500 at 
a time, but the first one cannot. To en- 
able the small investor to make up a list 
of investments on the basis of any of 
these suggestions the list of desirable in- 
vestment denominations, are mentioned: 

The salaried man who desires to act 
upon the second suggestion, for exam- 
ple, might purchase the securities in the 
fifth suggestion with results to be noted 
in a moment. 


the general tendency of bond prices has 
long been downward, and there are more 
such bonds which go down than there 
are which go up. 

On the other hand, if these common 
non-dividend paying stocks should come 
up to expectations, they would rise 
enough to show a great deal more than 
10% on the entire investment. From 


the lowest of the bear market of 1903 
to the highest of the bull market of 1906, 
twenty standard railroad stocks, all of 
which paid dividends, appreciated in 
price 61%; but twenty-five low priced 
rails, none of which paid dividends in 
1903, appreciated 137%. In other words, 























non-dividend paying stocks go up in a 
bull market about twice as much as 
standard stocks, and about ten or fifteen 
times as much as bonds. 


Speculative Probabilities 


If the men behind the Seaboard Air 
Line and the Inspiration and Chile Cop- 
per companies are at all correct in their 
estimates of the future, these stocks will 
so increase their earning power as to 
entitle them to an immense rise within 
the next few years. If, for illustration, 
they should double in price, this doubling 
would give the holder of the above in- 
vestment list, made in accordance with 
the second suggestion, a profit of 20% 
on his entire principal. 





FIFTH SUGGESTION 


$500 San Francisco 5s yielding......... 4.50% 
$500 Anglo-French 5s yielding.......... 6.00% 
$500 Saskatchewan 5s yielding.......... 5.80% 
$500 Virginia Railway 5s yielding......5.08% 


$150 Seaboard Air Line pfd. 
$100 Seaboard Air Line common 
$150 Inspiration Copper 
$100 Chile Copper 





This same general idea can be car- 
ried out by those with very much less 
than $2,500 to invest. The idea is to 
put only one-fifth of the total fund into 
speculative securities, and the other 
four-fifths into high grade bonds, so as 
to obtain both a good yield and high 
stability, together with good prospects of 
a profit on the principal. The man with 
only $500 in all to invest, can follow this 
plan under the third suggestion by put- 
ting $200 into foreign governments, $200 
into railroad mortgages, $50 into rails 
and $50 into coppers. The small in- 
vestor with only $250 at his disposal can 
follow the same plan by putting $200 
into foreign governments and $50 into 
coppers. The general plan is, then, 
feasible for everybody. Whether one’s 
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salary is $25 a week or $100 a week 
makes no difference. 


Selling One’s Stocks 


Now, as to the acquisition of wealth, 
there is one further improvement that 
can be made in this general plan. This 
is, while holding the bonds year after 
year without change, to sell out the 
stocks around the tops of bull markets, 
and then repurchase them in panics or 
severe depressions. Those who have the 
consistent purpose to follow this method 
can probably average between 50 and 
100% on the stocks over any consider- 
able period of years, and thus make a 
start on the road to prosperity. After 
the stocks are sold at the high levels 
the money should be temporarily rein- 
vested in very high grade bonds, such as 
municipals, which do not depreciate in 
a bear movement, or else should be 
placed in a savings bank. 


Consistency and Judgment Necessary 


To carry out this method is not very 
practicable for the typical small investor, 
since it requires great consistency of 
purpose and independence of judgment. 
To carry it out one must sell his stocks 
when business is booming, and bankers 
and financiers are giving out interviews 
predicting unlimited prosperity and 
much higher prices. Those who do not 
feel themselves expert judges of finan- 
cial matters find it very difficult to fly 
in the face of such interviews and fore- 
casts; but that is what they must do if 
they would sell when stock prices are 
high, and before a bear movement is half 
over. The only workable rule for the 
majority of people is to sell when stand- 
ard stocks become very high as com- 
pared with past price records, without 
any pretense of being able to judge 
whether they are going higher or not. 
The salaried man who is capable of this 
independence of judgment and consist- 
ency of purpose, has a good chance of 
realizing his ambitions. 





WHY “BULL” AND WHY “BEAR” 
A bull is always seeking to toss things upward with his horns. Hence those who seek 


a rise in the market are called bulls. 
different. 


Value of Organized Speculation. 





But the habits and tendencies of a bear are quite 
He is always pulling things downward with his claws. Hence it is especially 


gS oe that those who seek to pull prices down are called bears.—Harrison H. Brace 
n ae e , 














INCE this series of articles describ- 
ing attractive bonds listed on the 
New York Stock Exchange was be- 
gun there has been a considerable ad- 
vance in such securities. Bonds of the 
very highest character, such as good 
American municipal issues, are now on 
practically a 4% basis. The very best 
steam railroad bonds now yield less than 
4.80%. There has also been an advance 
in the price of the very best marketable 
public utility issues. However, there 
are still opportunities for investors to 
acquire bargains, particularly by care- 
fully selecting and examining the steam 
railroad bonds which are listed on the 
New York Stock Exchange. 


Missouri, Kansas & Texas 


The Missouri, Kansas & Texas Rail- 
road is controlled by receivers. This 
system embraces some 4,000 miles of 
railroad operating between St. Louis 
and Kansas City on the north via the 
Joplin District, Oklahoma City, Fort 
Worth, Dallas and San Antonio to 
Houston and Galveston. This railroad 
is believed to be in good physical con- 
dition, and there was apparently no rea- 
son for the receivership except the gen- 
eral destruction of steam railroad credit 
resulting in the inability of the company 
to finance an issue of notes maturing 
last September. The company was be- 
lieved to be solvent and actually showed 
a surplus for the fiscal year ended June 
30, 1915. 

Missouri, Kansas & Texas First 4s 

Missouri, Kansas & Texas first 4s are 
offered on the New York Stock Ex- 
change at about 79. There are $40,000,- 
000 of these bonds authorized and all 
are outstanding. Interest is payable 
June 1 and December 1, and the bonds 
are due June 1, 1990. The issue is 
a first mortgage on about 1,100 miles 
of railroad by direct first mortgage, and 
a first mortgage on almost 200 miles of 
additional mileage by deposit of all 
stocks and bonds of a constituent com- 
pany. The bonds are further secured 


The Bond Index 


By W. R. BRITTON 





by the deposit of securities of the Mis- 
souri, Kansas & Texas Railway Com- 
pany of Texas, which owns 1,000 miles 
of railroad, and Missouri, Kansas & 
Texas first 4s are a direct first mortgage 
on about 300 miles of this mileage, a first 
lien by deposit of collateral on about 
one-third of this mileage and are a mort- 
gage on considerably more than 200 
miles, subject to the bonded debt of $20,- 
000 a mile. 

Missouri, Kansas & Texas first 4s 
are a mortgage on a total of more than 
2,000 miles of railroad, either by direct 
or collateral lien at the rate of less than 
$20,000 a mile. There are $6,200,000 
of prior liens on the mileage covered by 
a ‘collateral lien. The mileage on which 
the Missouri, Kansas & Texas first 4s 
are a mortgage embraces many of the 
most important lines of the company. 


Missouri, Kansas & Texas Divisional 
Liens 

Some Missouri, Kansas & Texas di 
visional bonds, like Dallas & Waco first 
5s, Missouri, Kansas & Eastern first 53s, 
Kansas City & Pacific first 4s, Missouri, 
Kansas & Oklahoma first 5s, Missouri, 
Kansas & Texas first 5s, and Texas & 
Oklahoma first 5s, appear reasonably 
safe and cheap at current quotations. 
Many of these issues are offered at 
from 62 to 70. 

Dallas & Waco first 5s are a first 
mortgage at $20,000 a mile on 66 miles 
from Dallas to Hillsboro. Kansas City 
& Pacific first 4s are a first mortgage 
on 128 miles of railroad at less than 
$20,000 a mile. Missouri, Kansas & 
Eastern first 5s are secured by a first 
mortgage on 162 miles of railroad, and 
are outstanding at the rate of less than 
$25,000 a mile. Missouri, Kansas & 
Oklahoma first 5s are secured by a first 
mortgage on about 375 miles of railroad 
at the rate of $20,000 a mile, including 
the company’s lines into Oklahoma City 
from the north and east. Missouri, 
Kansas & Texas Railway Company of 
Texas first 5s are a first mortgage on 
about 225 miles of railroad, including 
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entrances to Houston, Denison, Sher- 
man, Austin and San Antonio. These 
bonds are outstanding at the rate of 
$20,000 a mile. Sherman, Shreveport & 
Southern first 5s are a first mortgage on 
almost 200 miles of railroad at the rate 
of less than $23,000 a mile. Texas & 


Oklahoma first 5s are secured by a first: 


mortgage on about 125 miles of railroad 
at the rate of $20,000 a mile. These va- 
rious divisional bonds of the Missouri, 
Kansas & Texas system are first mort- 
gages on comparatively important mile- 
age and at rather low rates per mile. 
Missouri, Kansas & Texas receivers 
are taking advantage in every case pos- 
sible of clauses in the company’s respec- 
tive mortgages permiting delay of pay- 
ment of interest charges on most of 
the system’s bonds. For instance, if a 
mortgage contains a clause allowing the 
company six months’ grace before a 
holder of the bonds can begin foreclos- 
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ure proceedings, then it is the policy 
of the receivers to delay this payment. 
The speculation in Missouri, Kansas & 
Texas issues is on the question of when 
this interest will be paid. For instance, it 
is inconceivable that there should be any 
permanent delay in the payment of Mis- 
souri, Kansas & Texas first 4s, which 
are a first mortgage on important parts 
of the system, including sections of the 
main line. One would suppose that with 
improving railroad credit and earnings 
there should be a marked -appreciation 
in Missouri, Kansas & Texas first 4s. If 
a drastic reorganization should occur, 
then probably the holders of some of the 
divisional bonds may suffer; but some 
of these divisions are so essential to the 
system that the committees protecting 
the respective divisional bonds certainly 
will successfully prevent any attempt to 
disturb bonds represented by them. 
(To be continued.) 





. Bond Inquiries 


Duquesne Light 


B. L. H., Brockton, Mass.—The 7% pre- 
ferred stock of Duquesne Light Co., Pitts- 
burgh, Pa., can be regarded as an excellent 


investment issue. For the year ended 
March 31, 1915, the dividend was earned 
nearly five times. Current earnings are 


showing substantial increases. 





Northern States Power 


B., Kingston, La.—Northern States 
Poul is earning around 12% annually on 
its common stock, but it is not expected 
any dividends will be declared this year, 
owing to the uncertain condition of the 
company’s affairs. Northern Power is re- 
organizing some of the properties it con- 
trols and until this is entirely settled, it is 
not likely dividends will be paid on the 
common. 


Columbia Gas & Electric 5s 


B. L. D., Brockton, Mass.—Columbia Gas 
& Electric debenture 5s of 1927 are a fair 
business man’s investment, but are not suf- 
ficiently well secured to be in the con- 
servative investment class. The company 
is believed to have a good management and 
the surplus earning power is increasing and 
possibly during the course of a few years 
the market position of the debentures will 
prove. 





Le Consolidated 


D. E. Avon Park, Fla.—Interborough 
Consolidated preferred has declined from 
above 80 to its present prices, probably in 
sympathy with the rest of the stock market, 
the trend of which has been steadly down- 
ward since November. While the dividend 
on this stock is reasonably secure for the 
immediate present, it is extremely doubt- 
ful whether the company will be able to 
continue it when the new subways are 
opened in 1918. We do not favor the stock, 
therefore, as a permanent investment and, 
while there appears to be no immediate ne- 
cessity for selling it, as soon as it shows 
you a fair profit we would suggest that you 
consider disposing of it. 





Ohio State Telephone 


W. K. H., Cincinnati—Ohio State Tele- 
phone common appears to be a fair specu- 
lative purchase. It earned 5% on _ its 
$5,206,000 common for the year ended June 
30, 1915, after the full 7% preferred divi- 
dend was paid. This company is composed 
of sixteen former independent Ohio tele- 
phone companies. The company’s current 
earnings are not available, but it is reported 
the 1916 fiscal year should be better than 
the company’s first year, 1915. The stock 
is now quoted around 39-41 and may move 
higher if earnings show up as well as ex- 
pected. 
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Brooklyn Union Gas 


Improved 1915 Earnings—Company’s Strong Financial 
Position—Is Stock Dividend In Sight ?—The Outlook 





By A. NEWTON PLUMMER 


HE Brooklyn Union Gas stockholder 
who objected to having the presi- 
dent’s remarks, at the last annual 

meeting, printed and mailed to all other 
stockholders on the ground the com- 
pany’s financial strength might lead to a 
renewal of agitation for a further reduc- 
tion in gas prices, was entirely willing 
that his fellow stockholders remain in 
the dark as long as he was permitted to 
see the light. 

However, his advice was not taken 
seriously and stockholders, as well as 
others who care to, may read all the il- 
luminating details of Brooklyn Gas Co.’s 
quite remarkable financial condition. 
There is much about the company that 
is well worth the attention of all public 
utility investors and some of its policies 
not a few other public utilities might 
profitably adopt. 

The high lights in Brooklyn Union 
Gas Co.’s story have to do with how it 
built up a property now worth consider- 
ably more than its capitalization and 
what has been done to make two lights 
shine, where one, or none, shone before. 
So much has been written of over- 
capitalized corporations that it is re- 
freshing to encounter one that, if any- 
thing, is under-capitalized. 


Properties 


Brooklyn Union Gas was incorporated 
in 1895 in New York, and acquired by 
purchase that same year the following 
companies: Brooklyn Gas Light Co., 
Fulton Municipal Gas Co., Metropolitan 
Gas Light Co., Citizens’ Gas Light Co., 
Williamsburg Gas Light Co., People’s 
Gas Light Co. and Nassau Gas Light Co. 
At different times since that year the 
parent company has acquired the New- 
town Gas Co., Woodhaven Gas Light 
Co., Jamaica Gas Light Co., Richmond 


Hill and Queens County Gas Light Co. 
and the Flatbush Gas Co., which are all 
operated separately. 

Serving the entire borough of Brook- 
lyn, part of Queens and Nassau counties, 
the Brooklyn Union Gas has six plants, 
situated in Brooklyn, containing thirty- 
nine water gas sets having a daily capa- 
city of 70,100,000 cubic feet. The maxi- 
mum daily requirement is now running 
around 50,000,000 cubic feet. 

Other interesting figures about Brook- 
lyn Union Gas show that it serves almost 
400,000 customers with 423,324 meters, 
owns fifty miles of transmission pipe 
lines, 925 miles of distribution pipe lines, 
besides lighting over twelve thousand 
street lamps. 














Brooklyn Union Gas Co.’s New Office Building 
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Earnings in 1915 

Though the 1915 report has not yet 
been published THE MaGazINE oF WALL 
StrEET learns from an authority thor- 
oughly familiar with the company, that 
gross earnings in I915 were approxi- 
mately $11,000,000. This means the best 
year in the history of the property. For 
last year it is estimated that net avail- 


UNION 
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included the selling and renting of many 
new gas appliances, not only for lighting, 
but for heating, cooking and power pur- 
poses. It is estimated that at least 50% 
of the increase shown in 1915 was from 
the greater use of these gas appliances 
rented or sold by the company. 

It should be encouraging to stock- 
holders to see the improvement in both 
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FISCAL Y EAR ENDS DEC. 31. 





RATIO OF GROSS INCOME & NET AVAIL FOR DIVS. 


RATIO OF GROSS INCOME & OPERATING COSTS. 





WB Net Avail. for Divs. Oi Gross Income. 





@ Operating Costs. OB Gross Income. 
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able for dividends totaled $2,000,000, 
which means something like 11% earned 
on the stock. Another favorable feature 
about the 1915 year was that operating 
expenses, which have shown quite heavy 
increases every year for the last six, was 
lower than in 1914. The 1915 figure for 
operating costs is around $8,350,000, 
which compares with $8,811,916 the pre- 
vious year. 

The improvement in gross for the fis- 
cal year ended Dec. 31 last, is largely 
due to an expansion campaign conducted 
by the company in that year. This has 


gross earnings and in the amount avail- 
able for dividends, while at the same 
time operating expenses decreased. An 
interesting comparison of these items is 
illustrated in graphics Nos. 1 and 2. 
Brooklyn Union Gas has followed a 
conservative policy in dividend payments 
since organization. Six per cent was dis- 
bursed from 1896 to 1900, when it was 
raised to 8%. In 1904 9%% was paid; 
1905, 8%, and in 1906 only 3%. Nothing 
was given stockholders in 1907, owing 
to poor business conditons; 5%4% in 
1908, and from 1909 to 1911, 6%. In 








the last three years 8% has been paid. 
The regular dividend is 6% annually, 
but the 2% extra is apparently safe un- 
der the present earnings. 

Financial Strength 

Brooklyn Union Gas is to-day in a 
well fortified financial position. After a 
series of years when operating costs 
were proportionately climbing faster 
than gross income, it appears as if the 
company is now about to reap the benefit 
of declining operating expenses, while 
increasing its gross, as the 1915 figures 
will show. 

However, in the absence of the official 
report for 1915 the figures of 1914, and 
previous years, are used here for an 
analysis of the company’s financial con- 
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which now approximates $9,000,000. 

After adding $1,435,570 to amortiza 
tion reserve and paying $1,439,920 in 
dividends in that year the profit and loss 
surplus stood at $5,942,578, or almost 
20% of capitalization and more than 35% 
on capital stock alone. Combined sur- 
plus and amortization was about 50% of 
capitalization and some 80% of capital 
stock. 

The company’s net quick assets were 
then about $5,000,000, including affiliated 
companies. This is about 15% of capital- 
ization and almost 28% on stock alone 
Cash on hand and materials and supplies 
were around $3,200,000. 

In brief, for every dollar of stock and 
bonds issued there is about $1.43 of 





STATISTICS OF BROOKLYN UNION GAS CO. 


Income Report for Years to December 31, as Reported by the Public Service Commission 


1914 
SL, « vc een sie ceneses Senes $10,730,812 
Operating cost, etc... ......cccceees 8,811,916 
Net operating income............... 1,918,896 
gE SS 208,292 
EE IDs 6 Wukaned gis 4046-0004 831,806 
Net available for dividends.......... 1,295,381 
CE Gta wines dhdgtn tages ve sek anes 1,489,920 
Te ies 0 ahins de dbewestvenwess *144,539 


* Deficit 


1913 1912 1911 
$10,218,514 $9,934,601 $9,467,930 
8,622,068 7,638,852 7,033,245 
1,596,446 2,295,750 2,434,685 
205,074 182,503 177,551 
825,558 823,523 822,134 
975,962 1,654,730 1,790,102 
1,439,920 1,439,880 1,259,895 
*468,958 214,850 530,207 
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dition. In 1914, Brooklyn Union’s finan- 
cial strength, measured by the propor- 
tion of net quick assets to capitalization, 
of surplus and reserve funds to capitali- 
zation and of capital stock and bonds to 
plant and property values, reveals a 
favorable situation. 

Conservatively estimated, Brooklyn 
Union’s plant and property is worth be- 
tween $50,000,000 and $55,000,000, while 
the aggregate of stocks and bonds out- 
standing is $33,000,000, In other words, 
capitalization represents but two-thirds 
of Brooklyn Union Gas Co.’s plant and 
property. One-third of Brooklyn Union 
Gas Co.’s plant and property value never 
has been capitalized, and to-day, gross 
property investments exceed the aggre- 
gate capital by some $14,000,000. Ac- 


cording to the company’s 1914 balance 
sheet, the book value of plant and prop- 
erty is almost equal to capitalization, but 
this has been reduced by amortization 


property, a profit and loss surplus of 20 
cents and 10 cents cash on hand, or se 
curities which are easily convertible into 
cash. 


Stock Dividend? 


The feeling of some stockholders that 
Brooklyn Union Gas should capitalize 
its now non-capitalized plant and prop- 
erty value is somewhat natural. And 
that this increase of capital should take 
the form of a 50% stock dividend quite 
easily follows in the minds of stock- 
holders who advocate raising the capital. 

The argument of those who favor 
doubling the present capital of $18.- 
000,000, is that with combined surplus 
and amortization funds aggregating $13. 
500,000, and with the value of plants and 
property exceeding the present capitali 
zation, the increase in capital can be 
made with a feeling of security. 

Without attempting to give any opin- 
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ion as to whether it would be a violation 
of the law for the Brooklyn Union Gas 
to declare a stock dividend, for this 
question has been raised, it is pertinent 
here to consider how such a move would 
affect the company’s financial position. 

To begin with, capitalizing a deprecia- 
tion, or amortization fund is the anti- 
thesis of sound business judgment, even 
if within the law. Also, to capitalize the 
company’s surplus is equally unsound. 

But, aside from the consideration of 
good business policy, the fact that the 
cost of production and distribution, ex- 
cepting 1915, has shown steady increases 
for some years past indicates that the 
margin of profit on the present capitali- 
zation is none too wide. A study of 
graphic No. 2 clearly shows how operat- 
ing costs have moved up quite as rapidly 
as have gross earnings. 

In fact, expenses have more than kept 
pace with earnings. The proportion of 
total expenses to operating revenue, 
which was only 54.1% in 1910, reached 
the high point of 65% in 1913, slid down 
to 62.8% in 1914 and was between 60 and 
62% in 1915. 

It is fairly certain, therefore, that the 
Brooklyn Union Gas management will 
not follow the wishes of some of its 
stockholders regarding increasing the 
capital and the company’s course is dic- 
tated by good business sense. 


Outlook 


Apparently there are no clouds on 
Brooklyn Union Gas Co.’s horizon and 
if prevailing satisfactory conditions con- 
tinue no difficulty should be encountered 
in earning the 8% now being paid on the 
stock. On the other hand, there is noth- 
ing in the immediate future that points 
to anything more than just that. In fact, 
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GRAPHIC 3 
STOCK PRICE RANGE 
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for the last few years the per cent earned 
has been but slightly above the per cent 
paid, while for two years, 1913 and 1914, 
the amount earned fell short of dividend 
requirements. At 130 it yields 6.2%. 

And even if 1915 earnings show more 
than the 11% it is estimated was made 
in that year, there is no reason for con- 
sidering that a bullish feature. The stock 
has certain attractive elements for a 
long pull semi-speculative investment, 
but considering that Brooklyn Union 
Gas Co.’s earning ability is only fair, 
and the present general unsettled market 
conditions, the stock does not seem to 
present especially attractive prospects for 
any considerable advance. 





Contributed Articles 


THE MAGAZINE OF WALL STREET is always ready to give careful con- 


sideration to contributed articles by our readers on financial topics. 
accept will be paid for at our regular rates. 


Those which we 
Manuscript should be typewritten, if pos- 





sible, on one side only of each sheet of paper, and should not exceed 2,000 words in 
length. Authors expecting their manuscripts to be returned in case we are not able to 
make use of them should enclose a stamped and addressed envelope. We do not assume 


liability for loss of manuscripts in transit—-THE MAGAZINE OF WALL STREET. 














Development of the Public Utility 


Security 


How It Has Gained in Investment Favor—A Broad Review 
of a Great Field—Its Growth and Future 


By WILLIAM P. TROTH 


ROWTH of interest in securities of 
public utility companies, more 
especially those of gas and elec- 

tric light and power corporations, has 
been one of the features of recent 
months, and it is probable that not at 
any time in the previous history of the 
investment market has there been so 
large a demand for the higher class 
securities of this group as now. 


Interest in Speculative Utilities 


In addition, there has been a great 
awakening of interest in the more specu- 
lative utility securities, exemplified in 
the demand and the advancing prices 
for the low priced common stocks. The 
public are just beginning to realize, that 
which has long been known to the men 
intimately associated with the manage- 
ment of public utilities, that these com- 
panies have probably the greatest possi- 
bilities from a viewpoint of expansion in 
service and earnings of any class of cor- 
porations of the present day, not except- 
ing even those classed under the generic 
title of “ war babies.” 

The tremendous possibilities in the 
electric generating and distributing in- 
dustry was set forth recently by one of 
the leaders in the electric industry, who 
drew a picture of the time when the 
centralization of power supply would 
make possible the practical abolition of 
the individual power plant, and all our 
means of transportation, industry and 
lighting would be derived from large 
central generating stations. This state- 
ment will give some idea of the visions 
of the big men in the industry, not vi- 
sions which are only being dreamed, but 
which are daily being brought into actual 
realization. 


Electric Railways 
Public utility securities may be rough- 


ly divided into three classes, as electric 
street and interurban railways, gas and 
electric light and power companies. The 
largest in earning power of these are 
the electric railways of the country, both 
interurban and street, which in 1915 had 
gross revenues of approximately $700, 
000,000. Securities of electric railways 
for many years enjoyed a fair degree of 
popularity with investors, but when the 
steadily increasing cost of operation be 
gan to overcome the gains in gross rev 
enues and resulted in declines in net, 
their popularity began to wane. Then 
came, in the fall of 1914, the jitney in 
vasion, which, while now substantially a 
thing of the past, cut deeply, in time, into 
revenues of many electric railway com 
panies. 

The depression of the latter months of 
1914 and the earlier months of 1915 also 
affected the earnings of electric railways 
and, while their revenues are now com- 
ing back to normal with the cessation of 
jitney competition and the resumption 
of industrial activity, it will be some 
time before the prices and popularity of 
securities of these companies again reach 
those of a few years back. 


Gas Companies 


Year in and year out the earnings of 
the artificial gas companies of the coun- 
try in the aggregate for the industry 
have been showing steady increases, and 
while at one time the fear was expressed 
that the almost universal use of electric 
current for lighting would result in 
largely decreased earnings for the gas 
companies, the reverse has been true. 
With the threatened loss of the lighting 
revenues the gas companies turned to 
heating and cooking consumption for 
their product, until now the revenues of 
these companies are the greatest of any 
period in their history. 
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DEVELOPMENT 


While in the East the securities of 
natural gas companies are but slightly 
known, they are popular in the central 
West, where there is a better realization 
of the real magnitude of the natural gas 
industry. In 1915 well over $100,000,- 
000 of natural gas was produced and 
distributed by the various companies en- 
gaged in the industry, and indications 
are that for 1916 all records both in 
production and consumption of natural 
gas will be broken. With the bringing 
into the industry of scientific men and 
scientific methods, the conservation of 
the supply is now much better under- 
stood, and whereas a few years ago a 
limit of but a few years was placed on 
the industry, at the present time there 
are any number of scientists who affirm 
that the natural gas industry will be a 
large factor in the industrial and do- 
mestic life of this country half a century 
from now. 


Light and Power Companies 


It is to the third class of securities, 
those of the electric light and power 
companies, however, to which is now 
being directed the most earnest atten- 
tion of the investing public. The bonds 
and stocks of these companies have 
shown the largest advance and at the 
same time the most stable earning power 
of any in the entire pubic utility list. 
Even in the first year of the war, when 
steam and electric railways and substan- 
tially all classes of industrial corpora- 
tions were reporting largely decreased 
earnings, there was not a single month 
of the year in which the electric light 
and power earnings of the country in 
the aggregate were not larger than for 
the corresponding month of the preced- 
ing year. 

They dropped to their lowest ratio of 
gain in February, 1915, when an in- 
crease of but 2% was shown in gross 
revenues over the corresponding month 
of 1914, but from that time on they 
steadily improved, until for December, 
1915, there was an average gain in earn- 
ings of the generating and distributing 
companies of the country exceeding 
12%, with an average increase in out- 
put of stations in kilowatt hours of more 
than 20%, 
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Estimates on the electric light and 
power companies of the country for 
1915 indicate that their total revenues 
were not far from $375,000,000, with a 
gain over 1914 of approximately $25,- 
000,000, or in excess of 7%. The gains 
being shown by many of the companies 
are most remarkable. Several of the 
larger companies are now reporting 
gains of 20% in earnings and of 30% in 
output, and these increases are almost 
general the country over. 


Light and Power Bonds 


Coupled with the stability of earnings 
of the light and power companies since 
the outbreak of the European war has 
been a remarkable stability of prices of 
their bonds. A compilation of bonds is- 
sued by 96 representative light and 
power companies, representing a funded 
capitalization of more than $375,000,000, 
shows a loss of less than two points on 
an average in the quotations of these 
bonds in 1914, and since that time they 
have regained all this loss and are now 
selling higher on the average than pre- 
vious to the outbreak of the war. 

The average price of these 96 bonds 
in 1915 was 92.23, which was 0.73 point 
above the low price for the year and 1.77 
points below the high price. Fully 80% 
of the gain in the average price was 
made in the last quarter of the year. 
For the first three months of 1915 the 
average price was 91.66, for the second 
quarter 92.13, for the third quarter 92, 
and for the fourth quarter 93.13. For 
the first six months of 1915 the average 
price was 91.9, and for the second six 
months 92.56. 

Any discussion of present day public 
utility securities would be incomplete 
without a mention of those of public 
utility holding companies, the organiza- 
tions which have made possible the great 
development of the electric railway, the 
gas and the electric light and power in- 
dustries of today. 


Holding Company Investments 


The investor should not fail to direct 
his attention to the securities of these 
holding companies, for in them he will 
find, where they have been properly or- 
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ganized and financed and have proper 
management, an almost ideal form of se- 
curity. 

The public utility holding company of 
today should not be confused with the 
holding corporations which brought loss 
to many investors in the railroad field, 
for they are not organized or managed 
along similar lines. The utility holding 
corporation is utilized as a central or- 


ganization for the financing and manag 
ing of many small operating units, and 
its greatest work comes from the fact 
that by means of its large resources ani! 
its large corps of experts in its various 
departments it is able to give to its smal! 
est property the same efficient direction 
as would be secured by the individually 
owned property in the largest city of 
the country. 
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Notes on Public Utilities 


American Light & Traction —FARNED 
24.61% on common stock in fiscal year 
ended Dec. 31, 1915, compared with about 
21 per cent on same stock amount of stock 
the preceding year. Total surplus now 
$10,861,339 compared with $9,595,038 at end 
of 1914 year. 


Adams Express Co—ESTIMATED 
company will earn 25 per cent on its stock 
for fiscal year ended June 30 next. Boston 
banker declared company’s investment 
holdings would liquidate at price equal to 
$140 per share for 120,000 shares of stock. 
Company declared regular quaterly divi- 
dend of $1.50 a share. 


Adirondack Electric—EARNINGS con- 
tinue to gain and estimated figures for last 
two months of 1915 were at rate of 3 per 
cent on the common. 


Boston Elevated.—JANUARY gross in- 
come increased $62,000 or 4.3%, comnared 
with December increase of $81,000 or 5.4%. 
Regular quarterly dividend of 14% de- 
clared. 


Columbia Gas & Electric —NEGOTIA- 
TIONS are understood to be under way for 
the piping of natural gas to Baltimore by 
the Columbia Company. 


Continental Gas & Electric Corp.—IN- 
CREASED gross i ag by $16,259 in 
fiscal year ended Dec. 1915, while sur- 
plus showed decrease or $7,885. In 1915 
the company expended $223,370 for ex- 
tensions and additions and $50,000 for ac- 
quisition of additional property. 


Chicago Telephone Co—EARNED 
11.71% on $27,000,000 capital stock, com- 
pared with 9.52% on same stock previous 
vear. 

Columbus Railway.—NET INCOME for 
1915 was $790,457 compared with $700,000 
in 1914. Company expended $586,517 for 
construction in 1915, 


Commonwealth Power—EARNED 
7.42% on common stock as compared with 
7.13% in 1914, 


Commonwealth Edison —PROBABLY 
will offer stockholders $4,500,000 stock at 
par for normal extension and betterments. 


Cities Service—GROSS INCOME for 
fiscal year ended Dec. 31, 1915, was $4,479,- 
800, a gain of $547,347. Surplus of $3,816,- 
944 was equivalent to 2.43 times the pre- 
ferred dividend requirements compared 
with 2.07 times in 1914 


Detroit Edison —TO ISSUE part of in- 
creased capital stock to provide funds for 
extensions and additions. Each  stock- 
holder will be entitled to subscribe for an 
amount equal to 15% of par stock held by 
him, at close of business March 3, 1916. 


Detroit United —EARNINGS in 1915 


year were cquivalent to 9.67% on _ stock, 
against 10.4% in 1914, 


Edison Co. of Boston.—SALES DEPT. 
contracted for 43,080 kilowatts of new busi- 
ness in calendar year of 1915. 

Great Northern Power.—REPORTED 
gross of $702,501 for 1915, an increase of 
$54,000. 


Iowa Railway & St EARS are 
growing rapidly. Estimated in last 12 
months gross increased 16% and net 17 
against an average of 8 to 10% for = 
country as a whole. 


Interborough Consolidated.—S E V E N 
months from June 1 to Dec. 31 last showed 
total income of $4,444,829. 


Interborough Rapid Transit—PASSEN- 
GER traffic continues to show steady im- 
provement. January gross earnings in- 
creased $236,883 and New York Ratlways 
gained $28,000. 


Keystone Telephone.—EARNED 18.6% 
on $1,936,850 6% cum. preferred stock, com- 
pared with 18.4% in 1914. 

Laclede Gas.—REPORTED for the year 
ended Dec. 31, 1915, gross earnings of 
$4,577,731 and surplus of $989,215, equal to 
9.24% on $10,700,000 common stock, com- 
pared with 8.20% on same stock previous 
year. 


Lindsay Light Co—DECLARED regu- 
lar quarte rly Tividend of 14% on preferred 
and 2% dividend on the common. Three 
months ago directors declared 1% on com- 
mon, 


Manhattan Railway—PUBLIC SER- 
VICE COM. approved issuance of $5,409,- 
000 bonds by the company. 


Montana Power Co.—GROSS for 1915 
was $4,359,407, increase of $581,122. Sur- 
plus for twelve months was $1,978,342, in- 
crease of $402,716. Balance available for 
common $1,001,316, or 3.72%, compared 
with 3.42% in 1914. 


Northern Ohio Traction & Light.—SUR- 
PLUS for year ended Dec. 31. 


Philadelphia Co.—SUBIDIARIES report 
good increases in December earnings, 
Natural Gas Co., 16.3%, Duquesne Light, 
8.1% and Pittsburgh Railways 9.4%. 


Pacific Gas—ESTIMATED current 
carnings are runing at a rate of more than 
9% on common stock. 


Southern California Edison Co— 
SPECIAL stockholders meeting will be 
held in April for the purpose of authorizing 
new refunding trust deed of $100,000,000. 


Southern New England Telephone Co.— 
REPORTS total revenues of $4,019,432 and 
net of $847,839. 
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Public Utility Inquiries 


Interborough Metropolitan 


L. M. D., Fort Collins, Colo.—Interbor- 
ough Metropolitan Co. stock was recently 
exchanged for the stock of the Interbor- 
ough Consolidated. As soon as all the 
stock is exchanged, Interborough Metro- 
politan’s corporate existence will probably 
be terminated. The stocks of both com- 
panies are still quoted on the New York 
Stock Exchange, but the active market is 
in the Interborough Consolidated com- 
mon and preferred stocks, as there is very 
little Interborough Metropolitan stock still 
outstanding. The stock of the Interbor- 
ough Rapid Transit is practically all owned 
by the Interborough Consolidated. 





U. S. Express 


T. E., Edmeston, N. Y.—The U. S. Ex- 
press re as you perhaps know, in process 
of liquidation. It has already paid a -$25 
dividend. The liquidating value of its as- 
sets is estimated to be considerably more 
than its present market price, and we are 
of the opinion that, if you hold your stock 
until the company is liquidated, you will 
benefit more than if you sell at current 
prices. 





Western Union. 


W. D. Z., Brooklyn, N. Y.—Western 
Union’s earnings are showing big increases, 
largely due to the high rates for cable mes- 
sages. We believe the very substantial ad- 
vance this stock has had, however, has pret- 
ty fully discounted this and we do not sug- 
gest its purchase at present levels. 





B. R. T. 


H. H. S., Providence, R. I.—Brooklyn 
Rapid Transit’s present earnings are good 
enough to secure its dividend, but it is not 
known just what effect the opening of the 
new subways in 1918 will have on this com- 
pany’s earnings. In view of this, we be- 
lieve the stock to be selling high enough. 





Citizens Street Railway 5s 


P. H. W., Pittsburgh, Pa.—Citizens Street 
Railway Co. first 5s are an underlying obli- 
gation of the Indianapolis Street Railway 
which is leased to the Indianapolis Traction 
& Terminal Company. The latter company 
had deficits in 1912 and 1913 after the pay- 
ment of dividends, but its fixed charges 
have always been earned. The latter com- 
pany is controlled through ownership of 
practicalllly all of the stock by the Terre 
Haute, Indianapolis & Eastern Traction 
Company, which we would not call a highly 
prosperous company. We see no reason, 
however, why these bonds should be sold 
now as they are apparently well secured. 


United Light & Railways 


J. F. A, Newark, N. J.—The United 
Light & Railways Company does business 
in the middle west and in 1913 and 1914 
earned its interest charges about twice over. 
The first and refunding 5s are secured by 
certain properties of the company and fur- 
ther secured by deposit of nearly all of the 
stock of the subsidiary companies. Ai 84 
we should consider these bonds to be a 
fairly good investment. 





Northern Ontario Light & Power 


W. J., Piercefield, N. Y.—Northern On- 
tario Light & Power Co., Ltd., of Canada, 
appears to possess good possibilities. Its 
properties are in the Cobalt mining region 
and, while it is known as a “camp com- 
pany,” that is, that its life is dependent on 
the life of the mining camps it serves, it un- 
doubtedly has from 30 to 50 years to run 
yet, in the opinion of mining experts. In 
the last few years it has earned double its 
6% preferred dividend requirements each 
year and in 1915 earned about 18%. The 
company’s current earnings are reported 
to be ahead of 1915. The preferred stock is 
selling around 60 and can be considered a 
fairly good speculative purchase. 


Manhattan Transit. 


H. B., Albany, N. Y.—Manhattan Transit 
is somewhat of a mystery stock. It has 
some patents and franchises which have 
considerable potential value, but the out- 
sider finds it very difficult to get a line on 
the speculative possibilities of the stock. 
The company, under its franchise, claims 
the exclusive right to passenger traffic in 
vehicles on ail thoroughfares in the Bor- 
ough of Manhattan other than Fifth Ave- 
nue, and claims equal right on Fifth Ave- 
nue. On August 16th, 1915, the company 
entered into a contract to sell stock of the 
Long Acre Electric Light & Power Co., 
to the Inter-City Power Co., retaining as 
its only interest in the former company 
some of its income bonds. This stock has 
recently advanced accompanied by rumors 
that the company intended to start more 
active operations. There is $6,000,000 stock, 
par value $20, and $300,000 first mortgage 


bonds. 





Philadelphia Co. 
H. C. H., Hartford, Conn. —The Philadel- 


phia Company’s earnings are running far 
ahead of previous years and it is estimated 
that about 12% will be earned on the com- 
mon stock for the fiscal year ended March 
31, 1916. This issue is now receiving 6% 
annually. This company is in a strong 
financial position. 
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Ontario & Western’s Future 


Gross Earnings Decrease But Surplus Increases—Results 
of New Haven Policy of Paying Out Most of Sur- 
plus Earnings In Dividends—Capitalization Should 


Be Scaled Down 


By F. L. FONTAINE 


ANY persons last Fall purchased 
New York, Ontario & Western 
stock when, on the basis of im 
proved earning power, it was moving up 
toward its high point of 33%. They 
purchased largely in the belief that since 
the New Haven owned a majority of 
this stock, and needed all additional in- 
come it could get hold of, there was a 
good possibility that if Ontario & West- 
ern’s earning could keep up, of dividend 
resumption on this stock. It needed the 
decline which has come since then to 
disillusion them. Nevertheless, Ontario 
& Western purchased around the present 
levels, is about as attractive as any of 
the other non-dividend paying railroad 
stocks, not on the basis of a very sub- 
stantial advance, but on the basis of 
small profits with a comparatively small 
risk, 
No Dividend Resumption 


The New York, New Haven & Hart- 
ford owns 291,600 shares of the 581,139 
outstanding in common stock, and 22 
shares of the 40 shares of outstanding 
preferred stock, most of the latter hav- 
ing been exchanged years ago for first 
mortgage bonds. The New Haven could 
well make use of additional income, but 
it is doubtful if the present management, 
which has already made a very good 
record, will deem it advisable to resume 
dividends on New York, Ontario & 
Western, until it has been pretty well 
ascertained that these dividends would 
not be at the expense of the company, 
but from a surplus that the company is 
justified in using for this purpose. 

The Ontario & Western has never 
paid more than 2% per annum, in the 


last five years it has not earned 2% on 
the stock in any one year, and in the 
previous five years it had averaged only 
2.41%. As a matter of fact, the record 
of the four years preceding the present 
fiscal year, would not justify a resump- 
tion, even on the basis of 1% per an- 
num, unless the present improvement 
showed direct promise of being one that 
could be considered more or less per- 
manent. 

The history of the New York, Ontario 
& Western presents a very interesting 
study. It was organized in 1880, but for 
many years it was a small, unimportant 
little road, managing to get along, but 
never able to return anything to its 
stockholders. As late as 1890 its gross 
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earnings were only $2,200,000. In that 
year, however, President Thomas P. 
Fowler, who had taken hold of the road 
in the late 80s, put the extension which 
had just been completed into the Car- 
bendale coal fields, near Scranton, Pa., 
into operation. It was only a 54 mile 
extension from the main line in Dela- 
ware County, N. Y., but it was one of 
the things needed to permit the road to 
expand. As a coal carrying road, its 
gross earnings showed a big increase, 
and net earnings continued to expand as 
well. 
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A $6,000,000 Loss 


People who have followed this prop- 
erty were pretty well united in the belief 
“that had this new interest been less 
avaricious and postponed the inaugura- 
tion of dividends for several years, the 
Ontario might to-day be the basis of a 
good investment for the company. In- 
stead, at its present price it represents 
a loss of almost $20 per share, or almost 
$6,000,000 to the New Haven. During 
the time the New Haven has held the 
stock, the aggregate dividends received 





TABLE 1 
NEW YORK, ONTARIO & WESTERN TEN-YEAR RECORD OF EARNINGS 
Gross Net Total Fixed % 

Op. Rev. Op. Rev. Income Charges Earned 
Shs awa dakiats chp $8,926,946 $2,383,950 $2,333,845 $1,721,338 1.05% 
6406s opacdeaen 9,040,812 2,347,888 2,288,946 1,625,254 1.14 
Dabisdinwenee<de 9,454,349 2,955,309 2,904,683 1,693,050 1.99 
ahaa 4 6 o6s Weatick es 8,527,944 2,019,403 2,126,983 1,653,254 0.82 
Dikavacacsananne 9,295,702 2,764,083 2,880,626 1,737,690 1.96 
0 Saar e 8,578,783 2,696,636 2,844,417 1,531,620 2.25 
ERS See 8,290,170 2,647,069 2,849,998 1,506,871 2.31 
errr 8,121,494 2,701,166 2,998,018 1,477,429 2.61 
See eee 8,202,361 2,752,893 3,011,732 1,356,782 2.84 
nats cttseetetwwe 7,265,058 2,205,968 2,484,987 1,297,486 2.04 





Early Earnings Applied to Property 


But President Fowler did not imme- 
diately begin to pay out these surplus 
earnings in dividends. It was first neces- 
sary to put the property upon a better 
operating basis. Earnings, therefore, 
were turned back into the property, with 
the result that when the New Haven 
management began to look around for 
worlds to conquer, the Ontario & West- 
ern was an attractive morsel. 

Here was a property which was at- 
tractive from two points of view. In 
the first place, it gave the New Haven 
a direct inlet into the coal fields of Penn- 
sylvania, the benefits from which are 
obvious. In the second place; here was 
a road the management of which had 
put considerable surplus earnings back 
into the property, which offered a field 
for exploitation. The New Haven paid 


$45 per share for its stock. The price 
of a property at thar time, however, was 
not a consideration to the New Haven 
if the property was wanted. 


from it have been 18%”, or an average 
of about $1.68 per annum per share. 
Had the New Haven management been 
content to let surplus earnings go back 
into the property for a few years longer, 
the company would unquestionably be 
paying dividends to-day. 

The New Haven took over control in 
October, 1904. Immediately on Novem- 
ber 9, 1904, an issue of $12,000,000 gen- 
eral mortgage 4% bonds was authorized. 
of which there is outstanding to-day 
$8,630,000. Two millions of these bonds 
were created to reimburse the company 
for extraordinary expenditures made 
prior to the organization of the mort 
gage. Furthermore, the new manage 
ment, in 1905 reversed the policy of the 
old management, and paid dividends of 
4%4%, 3% of, which was the initial divi- 
dend paid in January of that year. From 
that time, and through 1911, the road 
paid dividends of 2% per annum. In 
1912, it was found necessary to discon- 
tinue dividends, but in 1913, when it was 


























ONTARIO & WESTERN’S FUTURE 


689 





ONTARIO 3WESTERN 
Per cent Earned on Stock. 


~ 
& 
vo 
u 
o 
Qo. 


150 


100 





1906 07 08 08 tf 1 2 1 4 


evident that the company had almost 
earned its dividend, 2% was paid. In that 
year, however, the company earned only 
1.99%. In other words, in three years, 
this company earned 4.77% on its stock, 
and paid out 4% in dividends. 


A Blighting Connection 


It is impossible to study the history 
of the New York, Ontario & Western, 
without coming to the conclusion. that 
the Mellen regime brought a blight to 
the property as it did to practically all 
other properties in the same connection. 
In 1890, a year when the extension into 
the coal fields was completed, the gross 
earnings of the New York, Ontario & 
Western were $2,200,000. In the first 
year of operation, the road carried only 
811,485 tons of coal, the revenue from 
which was $782,218. In 1905, however, 
or six months after the New Haven had 
taken control of the property, the coal 
tonnage was 3,141,260 tons, the revenue 
from which was $3,380,843. Gross 
earnings in 1905 were $7,090,000. Net 
earnings, in the same year, after fixed 
charges, of which interest amounted to 
$998,000, were $1,281,277. 


Fixed Charges Increased 


Contrasting these figures with the fig- 
ures for 1915, we find that while gross 
earnings during this period increased 


about $2,000,000, net earnings, after 
charges, were only about half of the sur- 
plus for 1905. In other words, the in- 
crease in gross has been eaten up by in- 
creased expenses and increased fixed 
charges. Fixed charges during this time 
have increased over $500,000. During 
this period, therefore, there was an in- 
crease in fixed charges consisting of in- 
terest and rentals of over 42%, whereas 
the increase in gross earnings was only 


about $2,000,000, or an increase of 
about 35%. 


In 1904, the company had a funded 
debt of $17,937,000, and loans and bills 
pavable of $4,825,000, or a total of $22,- 
762,000. At the end of the fiscal year, 
June 30, 1915, the company’s funded 
debt was $30,040,000, but its loans and 
bills had been entirely cleared up. The 
net increase in indebtedness, therefore, 
was a little over $7,000,000, or about 
33 1-3%. It is evident, then, that New 
Haven’s control was not beneficial to the 
Ontario & Western. 


‘ Bonds Well Protected 


Nevertheless, the company has shown 
its ability to earn a fairly substantial 
margin above interest requirements. The 
general mortgage 4s sell on about a 
5.40% basis, while the refunding first gold 
4s sell on about a 4.35% basis, or among 
the very highest grade of bonds. The 
holder of New York, Ontario & Western 
stock, therefore, has no fear that the 
road will get into serious difficulty. As 
Table 1 shows, however, the prospect 
of its earning sufficient to pay dividends 
of more than 2% on its common stock, 
is entirely too remote to consider. This 
table indicates the increase in gross in- 
come, but likewise the failure to show a 
corresponding increase in net operating 
revenues, or total income. In fact, the 
total income for 1906 was greater than 
the-total income for 1913. With an in- 
crease of $424,000 in fixed charges, it is 
not strange that the earnings on the com- 
pany’s common stock have shown a 
gradual but consistent falling off. 

Table 2 indicates that if the earnings 
have fallen down, it has not been at the 
expense of maintenance. This table 
shows that the company, in the last four 
years, has expended a considerably larger 
proportion of its gross earnings on main- 
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tenance than it did in the first six years 
of the last decade. Then, too, there has 
been a big increase in the cost of trans- 
portation. This is indicated by the fact 
that it was necessary in 1914 to ex- 
pend 41.8% on transportation, traffic and 
general expense as against only 36.2% 
in 1908. So, too, the fixed charges have 
consumed an increasing and greater ratio 
of the gross revenue, and there has been 
a decreasing and smaller proportion of 
the gross earnings left for the stockhold- 
ers. 


Property In Good Condition 


The upkeep of the Ontario & Westérn 
compares well with that of any other 
roads in its territory. As Graphic No. 1 
shows, an increasing amount of the gross 
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two months, twelve new engines of the 
type shown in the accompanying photo- 
graph, have been added to the company’s 
equipment. In the four years ending 
June 30, 1915, the average revenue train- 
load increased from 292 tons to 327 tons, 
the best in the company’s history. It will 
probably average still higher during the 
current fiscal year. 


Future Promise 


Summarizing these facts and figures, 
it may well be asked what the future 
promises for the company. During the 
first six months of the current year, al 
though gross earnings fell off about 
$157,000, net earnings showed an in- 
crease of $165,000, and the surplus after 
fixed charges, showed an increase of 














Ontario & Western’s Newest Type of Locomotive 


earnings have been applied to mainte- 
nance. By further analysis, we find that 
in 1904, the company expended only 
$1,829 per mile in maintenance of way, 
and $1,716 on maintenance of equip- 
ment, a total of $3,545. In 1906, main- 
tenance expenses totalled $3,657. In 
1909, $1,867 per mile was expended on 
maintenance of way and $2,528 per mile 
on maintenance of equipment. Since 
that time there has been a steady increase 
in the amount of money expended on 
each mile for maintenance of equipment, 
and an increase also in the amount ex- 
pended per mile in the maintenance of 
way. In 1914, the year of heaviest main- 
teance expenditures, these totalled $4,- 
993, while in 1915 they totalled $4,814. 
The property, as a matter of fact, is in 
good condition, and only during the last 


$209,000. During this period, mainte- 
nance expenditures actually showed an 
increase. The increase in net, therefore, 
was made through economics that had 
been introduced, and because of better 
operating efficiency. I understand that 
officials of the company believe that the 
current six months will show corre- 
spondingly good results. The prospect 
for the current fiscal year, therefore, is 
for the largest balance for common stock 
since 1913 at least, and probably for a 
number of years. Nevertheless, after 
having shown surplus earnings of only 
about $1,776,000 in the last five years, 
and only about $2,107,000 in the last 
seven years, or less than 4% on the stock, 
the management would hardly be justi- 
fied in paying out practically all of this 
year’s earnings in dividends. 














ONTARIO 


Stock Outstanding Too Great 


The Ontario & Western is in some- 
what the same positon as the Corn Prod- 
ucts Refining Co. It has altogether too 
large a capital stock. The proportion of 
funded indebtedness to capital stock is 
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stockholders to agree to a scaling down 
of common stock. If this issue were 
scaled down one-half, then with the new 
management now at the head of this 
road, and the policy now pursued, there 
is little question but what a 2% dividend 











might be justified. As it is, however, the 


on a safe basis, but the property is not t 
capital is so bulky that it takes too large 


such that it can show earnings of any 

















substantial amount for the common a proportion of the company’s net earn 
stock. It would be far better for the ings to pay dividends. 
TABLE 2 
NEW YORK, ONTARIO & WESTERN DISBURSEMENT OF GROSS INCOME 
Transportation, 
Maintenance Traffic and * Fixed 

Expense General Charges Surplus 
MEE ccuiinsenkieteakhudetuanaweteneee 30.0% 41.8% 21.5% 6.7% 
sc nvdstsckeiddenbasesssdcnveneeents 30.8 41.8 20.1 73 
BIR ccc cccnsvccesncwccéicsecccseeessesee 28.0 39.4 19.9 12.7 
Raho cach csccivesveddecvecevocesctons 31. 41.7 21.5 5.3 
| rrr Tr err rere rT TT Terr ret Ter Tre 26.7 40.8 20.7 11.8 
Ps cca 6 cectuedendasevoncuseasaeeauces 26.2 39.3 19.9 14.6 
Siccacthubaianiniakthniiinnstaiad 26.4 38.3 19.9 15.4 
Pccahsiibdewedédutnnensstecencdthes 26.8 36.2 19.8 17.7 
Mb innacsanicaddcudelesthessedntonsets 26.0 36.9 17.9 19.2 
BRE e ci csecvetoccsnncescese cdeaqeceesees 25.7 39.5 19.6 15.2 





Railroads and National Defence 


“There is another side to this question of railroad efficiency 
which is of national importance, and it is the question of national de- 
fence. ‘Today, the railroads are just about able to cope with the situ- 
ation, but suppose the added burden of a war should be thrown 
upon them? If they were insufficiently equipped, undermanned and 
not well organized, it would be a very serious problem for us as a na- 
tion. It is well, therefore, to think of this in connection with the 
fair and proper treatment of the railroads.”—Howard Elliott, Presi- 
dent New Haven Railroad. 


URING the first month of the New Year many concerns fol- 
low the wise custom of readjusting uncertain undertakings and 
making a careful inventory of assets, with a view to a conservative 
yet progressive outlook on what the events of the next twelve months 
may bring forth. This casting up of accounts would be an invalua- 
ble habit for the individual to acquire, especially in the midst of a 
period of such universal turmoil and distress as the world is now 
passing through.—Harris, Winthrop & Co. 








U. S. Light & Heat Corp. 


Causes of Its Troubles—Peace Business and War Orders— 
Lack of Reliable Data on Its Operations—How Its 
Securities Must Be Regarded 





By MALCOLM ARMSTRON G 





F some of the readers of THE Mac- 
[': AZINE OF WALL STREET were among 
those who eagerly bought the stocks 
of the U. S. Light & Heat Corporation 
last Fall when the common was selling 
around 8 a share, they have only them- 
selves to blame that their investment 
now shows a 50% depreciation in mar- 
ket values. 

Without deprecating the company or 
in any way criticising the management, 
this publication took the stand that any 
concern or corporation whose affairs are 
enshrouded in an impenetrable veil of 
mystery or secrecy, is one in which the 
“ outside” investor has not the slight- 
est license to meddle. Our position is 
outlined by the following paragraph 
written last October in response to an 
inquiry from a subscriber: 


“The stock of this company has 
been industriously boomed by sev- 
eral Curb firms on the strength of 
alleged war orders and_ several 
large contracts with automobile 
manufacturing concerns. There is 
so little official data available in re- 
gard to this company, however, that 
its securities at present cannot be 
regarded as other than exceedingly 
speculative.” 


There is no more reliable data ob- 
tainable as to present earnings and im- 
mediate prospects now than there was 
four months ago, so that the buyer of 
the stock at this time is simply groping 
in the dark. 


Receivership and Its Causes 


On July 1 last the old U. S. Lighting 
& Heating Co., after unsuccessful at- 
tempts to arrange for new financing, 
went through the dry wringer of a re- 
ceivership. That action was accom- 
panied by charges that illegal stock is- 
sues of the company had been created 


and issued without consideration, to its 
promoters. However that may have 
been, the receivership was undoubtedly 
the result of an accumulation of mis 
fortunes. To understand in a broad 
way why the company found itself in 
difficulties it is necessary to go back to 
its beginnings. 

The former U. S. Light & Heating 
Co., incorporated in 1908 in Maine, was 
a consolidation of the Bliss Electric 
Car Lighting Co. of Milwaukee and the 
National Battery Co. of Buffalo. It also 
controlled the U. S. Light & Heating Co. 
of New Jersey. The company manu- 
factured and installed, as its chief prod- 
uct, a system of car lighting in which 
the power was generated by the revolu 
tion of car-wheel axles. The late Edwin 
Hawley was a prime mover in the con- 
cern, and through his extensive rail- 
road connections the new company pros- 
pered—for a while. For several years 
it paid the full 7% on the preferred 
stock. But when Hawley died the com 
pany lost one of its greatest assets and 
its course thereafter was estrewn with 
obstacles and disappointments. 

The competition of other car lighting 
companies became so keen that profits 
from this end of the business dropped off 
heavily. Then the manufacture of an 
electric starter for automobiles was 
taken up, and for a while this, too, 
proved to be an unsatisfactory proposi- 
tion. It is understood that now the 
company is making money in the manu 
facture of electric starters, but just how 
much is not of record. 

The Reorganization 

Soon after the receivership, which be- 
come necessary through the results of 
causes indicated in the foregoing, a 
stockholders’ protective committee was 
formed. This committee announced in 
April of last year that the debts of the 
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company, together with the expenses of 
receivership, amounted to $800,000 in 
round figures. This amount was to be 
raised, it was decided, by calling upon 
the stockholders to subscribe to the 
stock of a new company to be formed, in 
such amounts as would produce at least 
$375,000 and by issuing bonds of $500,- 
ooo for the remainder. The plan as 
adopted provided for the organization of 
a new company in New York State, with 
an authorized capitalization of $3,000,- 
ooo 7% non-cumulative preferred, and 
$4,000,000 common, par, $10: An au- 
thorized issue of $1,000,000 first mort- 
gage, 6% 20-year bonds was decided 
upon and $500,000 were sold immedi- 
ately. 

The old stockholders were offered the 
right to subscribe to the new bonds at 
$875, receiving $1,000 in common stock 
with each $1,000 bonds. Proceeds of 
the sale of the bonds, together with 
the assessments of $15 a share on 
the preferred and $2.50 a share on the 
common, were sufficient to provide for 
the extinguishment of the old debt and 
leave a working capital of about $500,- 
ooo for the new company. Here ends 
the trail of official information, and it 
would seem that the rejuvenated com- 
pany started its new career in a posi- 
tion to make good to its stockholders. 


Peace Orders 


In the report of the investigators who 
went over the company for the reorgan- 
ization committee it was estimated that 
the assets of the company at that time 
totaled about $2,612,000, which did not 
include patents and good will. In a 
company of this sort they might conceiv- 
ably have been capitalized. It was 
stated that the earning capacity of the 
company, properly operated, would be 
considerable, and that it should develop 
a business of $6,000,000 a year, with a 
net above expenses of $1,000,000 avail- 
able for interest, depreciation, etc. Al- 
lowing on the foregoing computation, a 
halance of $500,000 on the common 
stock would be equivalent to approxi- 
mately 14% on that issue—a consum- 
mation devoutly to be desired by the 
common stockholders, but one which 
still lies in the inscrutable future. 


It is stated that the company has large 
contracts with automobile concerns for 
electric starters totaling upwards of 
$5,000,000 and extending over the next 
few years. 

War Orders 

Naturally this company could hardly 
be expected to escape the war-order 
craze, and it was the absurd tales cir- 
culated of fabulous war orders which 
was probably the chief reason why the 
stock took such a spurt last Fall. That 
the company obtained some sort of busi- 
ness of this character is not denied, but 
the point whether it was original busi- 
ness or merely second-hand business 
passed out by some other war munitions 
company is a secret in which the stock- 
holders have not been invited to share. 
In well-informed circles it is said that 
on business of this sort which the com- 
pany accepted, it received only an ordi- 
nary manufacturing profit, and not the 
generous profits which are supposed to 
go with war orders. At all events, it 
would seem that the company did not 
reap any great harvest from this class 
of business; an opinion which is borne 
out by the following statement by an 
interest with supposedly good sources 
of information: 

“ The company has completed its 
munition contract and will accept 
no more orders of this character. 
In the future it will devote itself 
almost exclusively to domestic or- 
ders, although within the last few 
weeks it has entered the South 
American ‘field and obtained a 
profitable contract from one of the 
southern republics.” 

In conclusion, then, it appears that. 
judging from the company’s past record 
and such data on present operations as 
is obtainable, that there are no good 
grounds for changing our judgment of 
last Fall to the effect that the stock of 
this company is still very much of a 
speculation. Until the new United 
States Light & Heat Corporation has 
demonstrated its ability to earn its in 
terest charges and a substantial balance 
on its new stocks, it cannot be regarded 
as a desirable form of investment for a 
careful and conservative person. 








American Linseed 


How a Bad Year Was Turned into a Prosperous One— 


What Rockefeller Has 


Done for the Company— 


Position and Dividend Outlook of Preferred Stock 


By ROBERT S. PIERSON 


FTER so many lean years it must 
A thrill a stockholder when his com- 
pany experiences a fat one. To 
know there is a little larger equity in the 
property of which he owns a share is like 
hearing the coins jingle in one’s pocket. 
And that is the way American Linseed 
stockholders should feel, for the last 
fiscal year was the second best in the 
company’s history and followed a six 
year period of mighty slim earnings. 
And on top of that current earnings since 
the beginning of the 1916 fiscal year have 
been running at a rate equally as high as 
the 1915 year. 

And the strange thing about this turn 
for the good in the fortunes of American 
Linseed is that it has been accomplished 
in one of the most unsettled periods in 
the life of the linseed oil industry in this 
country. Shortly after the war started 
linseed oil experts foresaw only ruin 
ahead, for the prospect of the great 
Argentine flax crop being dumped on 
the American market hung like a pall 
over the trade. Flax grown in this coun- 
try is used exclusively for linseed oil 
purposes and unless the yield is unusually 
small the country’s harvest is easily suffi- 
cient to care for all linseed oil manufac- 
turers’ requirements. And Canada’s flax 
crop is always at hand. How the Ameri- 
can trade could handle the expected flood 
of Argentine flax and its own large yield 
was a serious problem. 

A Difficult Task 

But President R. H. Adams of the 
American Linseed Co., who was for 
years its general manager and who is 
one of the best practical linseed oil men 
in the country, buckled down to a task 
that was not only discouraging but ap- 
parently hopeless. In twelve months he 
turned what promised to be one of the 
poorest years in the company’s existence 
into one of the most profitable. 


How? By the simple process of 
shaving operating costs to a minimum 
by the judicious buying of flaxseed, and 
a strenuous selling campaign. It was 
not as easy at it sounds, for the linseed 
oil market is a fluctuating one and diffi- 
cult to foresee more than a few weeks 
ahead. President Adams refuses to talk 
of his work and we can only take the 
results of the 1915 year, which speaks 
for itself. Results from the manufac- 
ture of the new “ sawtay ” products are 
not yet sufficiently known to judge what 
may be expected from this by-product, 
but the new line has all the earmarks of 
a profitable business. 

Financial Condition 


American Linseed today is in the best 
financial condition it has ever been since 
it began business seventeen years ago. 
Total current assets on Sept: 30, 1915, 
were $6,226,617 ; total current liabilities, 
$17,478. A year previous the figures 
were $6,781,437 and $1,563,428 respec- 
tively. 

In 1915 the company’s liabilities were 
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reduced by the payment of all outstand- 
ing notes, aggregating $1,545,000. Since 
then, or on about Dec. I, 1915, $315,000 
Great Eastern Elevator bonds were re- 
tired, freeing the company from bonded 
indebtedness. 

At the beginning of the 1916 fiscal 
year American Linseed had a working 
capital of $6,209,139, equal to over $35 
per share on the preferred stock. In six 
years working capital grew from $1,554,- 
803, in 1909, to its present large figure. 
The condensed balance sheet, with net 
working capital, as shown in the accom- 
panying table, indicates a gratifying im- 
provement each year over the preceding 
twelve months. 
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or more than those of the two previous 
years combined. And the proportion of 
gross income to operating expenses 
showed an encouraging improvement. 
The 1915 gross of $2,519,467 compares 
with $1,924,948 gross in 1914. For the 
same periods operating costs were $1,- 
437,806 and $1,518,452 respectively. So, 
with the gross income exceeding the 
previous year’s by $594,519, operating 
expenses were $80,640 less. In other 
words, the ratio of operating expenses 
to gross income was 78.86 per cent in 
1914 and 57.08 per cent in 1915. This 
is the highest type of efficient operation 
and was a contributory factor in the 
good earnings for the last fiscal year. 




















American Linseed’s St. Paul, Minn., Plant 
in the Heart of the North-Western Seed Zone 


This gradual upbuilding of American 
Linseed’s financial position is beginning 
to bear fruit. Not in any great abun- 
dance, it is true, but the prosperous 1915 
year was the result of all that had gone 
before in the work of financial cultiva- 
tion. 

In the 1915 fiscal year American Lin- 
seed earned $1,000,000 for dividends and 
wiped out a floating debt of $1,345,000. 
The surplus available for dividends was 
equal to 6.02 per cent on the preferred, 
the best year since reports have been 
made public. The nearest figure to this 
was in 1909, when 5.85 per cent was 
earned on the same amount of stock. 

Gross earnings in 1915 were $2,519,- 
407. This was less than the 1909 gross, 
but 1915 net earnings were $1,081,661, 


A Unique Factor 


One of the contributing factors in 
American Linseed’s financial growth has 
been the unusual and fortunate arrange- 
ment it has enjoyed with John D. Rocke- 
feller, Jr., formerly a director. For sev- 
eral years Mr. Rockefeller has loaned 
the company large sums at 5 per cent, 
without collateral. In the 1915 fiscal 
year the company borrowed $1,165,500 
in this way, at a cost of $58,280. 

This agreement provides the company 
with such capital as it has required as a 
loan on an open book account basis, sub- 
ject to draft as needed. Payment is 
made as the company has the funds, 
interest paid on daily balances. 

Therefore, what were virtually day to 
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day loans by Mr. Rockefeller cost but 
$58,280 in 1915 and at this rate repre- 
sented the use of $1,165,500 for a year, 
or almost $5,000,000 for the three 
months required. Had this money been 
borrowed in the regular banking way it 
would have cost around $250,000 a year, 
against the nominal sum actually paid. 

How long this generous arrangement 
will be continued is unknown but it is 
not probable Mr. Rockefeller will with- 
draw his support from a company he is 
so deeply interested in until it can con- 
duct its affairs without financial embar- 
rassment. 


Dividend Outlook 


Considering the large amount neces- 
sary for dividend requirements on 
American Linseed stocks, disbursements 


decade to accomplish this. Regarding 
this suplus President R. H. Adams re 
cently observed : 

“The increasing surplus has 
caused many inquiries as to when 
the company would probably begin 
dividends, and we feel it proper to 
say that the officers would not fee! 
they were acting in interest of stock- 
holders were they to give considera- 
tion to dividends until the company 
had accumulated a surplus as would 
give reasonable assurance of ability 
to operate in future without embar- 
rassment were it obliged to finance 
its current requirements through or- 
dinary channels instead of through 
the exceptional agreement it has 
been able to make for some years 
past.” 














AMERICAN LINSEED COMPANY’S CONDENSED GENERAL BALANCE SHEET 
WORKING CAPITAL, FISCAL YEAR ENDED SEPT. 30 


1915 
RE a Cee Paes $30,184,289 
Total current assets................ 6,226,617 
ee NL 2 4s. Se aebien te? ackekes 36,410,906 
EEE OE ey a ee 36,393,428 
Total current liabilities............. 17,478 
a ay adecas ke cSa<neees 36,410,906 
Net working capital................ 6,209,139 


1914 1913 1912 

$30,168,151 $30,022,025 $30,090,639 
6,781,437 5,354,545 4,524,283 
36,949,588 35,376,570 34,614,922 
35,386,160 35,079,151 34,582,971 
1,563,428 297,419 31,951 
36,949,588 35,376,570 34,614,922 
5,218,009 5,057,126 4,492,332 








on either preferred or common are ap- 
parently remote. In 1899, the first year 
of business, 7 per cent was paid on the 
preferred ; in 1900 5% per cent was paid 
and nothing has been paid since. 

To pay a 7 per cent dividend on the 
outstanding $16,750,000 preferred would 
require $1,172,500 annually. This sum 
is something like three times what net 
operating profits have been for any single 
year since the company was organized, 
excepting 1915 and 1909. 

Even to give the preferred 4 per cent 
yearly would mean $670,000, or a sum 
twice what net operating profits were in 
1912, and exceeding any one year’s net 
profits, again excepting 1915 and 1909, 
which were exceptionally good. 

It is true American Linseed’s surplus 
now exceeds 15 per cent on the pre- 
ferred, with an equal amount for the 
common, but it has taken almost a 


The present management, it is under- 
stood, believes the prfit and loss surplus 
should be at least $5,000,000 before the 
question of resuming preferred divi- 
dends should be considered, and this 
position is commendable. The present 
profit and loss surplus is $2,578,427, or 
slightly more than a $1,000,000 what it 
was the preceding year. 

If the present good earnings can be 
maintained, without a relapse to the lean 
years that has been American Linseed’s 
lot in the past decade, with two excep 
tions, the company should be in shape 
to pay a moderate preferred dividend 
within the next four or five years. 

When the business is established firm 
ly enough to warrant preferred divi 
dends the common holders can begin to 
take heart. But here again the enor 
mous amount of stock outstanding. 
$16,750,000, means that not very large 
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. preferred now are considerably higher 
Am. Linseed ~Stock Price Range than their average prices for the last 
seven years. Undoubtedly the exception-, 
| ally favorable showing in 1915, and the 
50 ay) current good earnings, explains why 
~ these issues are selling where they are 
For non-dividend paying stocks, and 
40 with dividend paying time as far away 
as it is in their case, they are selling 
relatively high. 
PREFERRED The preferred probably will not safely 
—N\ earn a sizeable dividend for some years 
to come. Also it is patent the manage- 
ment has no intention of paying divi- 
20 dends until conditions fully warrant it. 
Weighing these facts the preferred 
appears to possess a certain speculative 
10 risk and can not be considered an attrac- 
tive investment now, for it may sell 


mol 2B UO lower before it gets within range of 
° receiving any dividends. On a fair sized 
reaction the preferred is entitled to con- 


common disbursements can be expected sideation as a long pull semi-investment 

unless the company makes a phenomenal _ stock. 

showing. The common, however, possess many 
Pr. speculative elements but has little to 

Position of Stocks commend itself for the conservative in- 


Both American Linseed common and _ vestor. 

































































A CONTEMPORARY SAYS:— 


OUR publication is another of those interesting affairs 
: that makes us glad we are in the publishing business 
ourselves. Editorially you are certainly giving the 
“goods,” and, what is more, you are giving it well. It isa real 
pleasure to read your paper, one learns so much of value out 
of it, We can earnestly say that you have a capital idea. Au- 
thoritative information is always well and profitably received. 
Typographically your paper is deserving of credit. It 
presents a clear and readable appearance that should be the 
means of attracting many readers. Publications such as yours 
are a credit to the Class Journal publishing business.—From 
“The Trade Journalist,” December, 1915. 

















Investment Digest 


Note—The Investment Digest, Notes on Public Utilities, Oil Notes and Mining Digest con- 
tain condensations of the latest news regarding the companies mentioned. The items are not to 
be considered official unless so stated. Neither THE MAGAZINE OF WALL STREET nor the 
authorities for the various items guarantee them, but they are selected with the utmost care, and 
only from sources which we have every reason to believe are accurate and trustworthy.—E ditor. 


RAILROADS 


Atlanta, Birmingham & Atlantic.—!M- 
PROVEMENT in earnings continues, gross 
for six months ended December 31, 1915, 
being $1,548,603, or $170,950 ahead of pre- 


vious year. 


Baltimore & Ohio—ORDERED approxi- 
mately $4,000,000 worth of additional equip- 
ment to handle enormous freight traffic 
now being moved on its lines. 


Boston & Albany.—SURPLUS of $781,- 
341 was shown in 1915 against $934,703 de- 
ficit for preceding year. 


Boston & Maine—DECEMBER gross 
increased $671,000 while surplus increased 
only $230,000. 


Chesapeake & Ohio.—EARNED 6%% 
during second half of 1915 on its common 
stock or at rate of 12%% annually. Sur- 
plus over charges, as shown by monthly 
statements, is $3,736,590, compared with 
$1,308,113 in 1914. 


Chicago, Milwaukee & St. Paul.—ESTI- 
MATED road earned about 6% on common 
in first six months of current fiscal year. 
Gross for six months ended Dec. 31, 1915, 
will probably be around $54,000,000, in- 
crease of $5,000,000 above same six months 
of previous year. Six months gross in 
1912 was $50,500,000, best record prior to 
current fiscal year. 


Canadian Pacific—ESTIMATED road in 
Canada will show gain of $20,000,000 net for 
first six months of 1916. 


Erie-—INCREASE of $6,776,000, or 11.- 
35%, was shown in 1915 over previous year. 


Louisville & Nashville—DECEMBER 
earnings showed another big gain, $1,017,- 
814, or nearly 25% over December, 1914. 
Considered possible directors may increase 
dividend five months hence. 


Minneapolis, St. Paul & Sault Ste Marie. 
—DECEMBER gross increased $770,320. 


Missouri-Pacific—GROSS earnings in 
December increased $1,052,000 and trans- 
portation expenses decreased $76,000, repre- 
senting enormous saving of 8.5% of gross 
or nearly $500,000 for the one month over 
what it would have been if transportation 
cost had advanced in the same ratio as 
gross revenues. 

Missouri, Kansas & Texas.—INTEREST 
on $20,000,000 second mortgage 4% bonds 
due February 1 was not paid, though de- 
fault is not complete until six months have 


elapsed without interest payment. Not ex- 
pected this year’s traffic will equal last 
year’s figures, and it would not be surpris- 
ing if the road failed to earn its fixed 
charges in the current fiscal year. 


Minneapolis & St. Louis —READJUST- 
MENT plan of road’s finances announced by 
President Erb provides $4,530,202 cash and 
reduces fixed charges $210,000 yearly. Plan 
gives preferred stockholders $150 in new 
stock for each $100 of present holding upon 
payment of $20; preferred holders not mak- 
ing such payment will receive $70 in new 
stocks for each $100 of old. Common 
stockholders receive $100 in new stock for 
each $100 of old, upon payment of $20; 
those not making payment will receive $22 
in new stock. Assent of 75% is necessary 
to carry out plan. Alternative is an invol- 
untary reorganization. 


New York Central—PRESIDENT Smith 
has issued booklet entitled “ The New York 
Central Railroad, 1831-1915,” in which he 
gives stockholders an intimate view of 
road’s history and its outlook. 


Northern Pacific—EARNED practically 
6% on $248,000,000 stock outstanding, or 
six-sevenths of year’s dividend in first half 
of fiscal year. This compares with 4% for 
same period of previous year. 


Nashville, Chattanooga & St. Louis.—R E- 
PORTED December gross of $1,089,027, in- 
crease of $244,622. 


New Haven.—PREDICTED remaining 
months of fiscal year will show tremendous 
gains in road’s gross. For twelve months 
ending Dec. 31, New Haven reported earn- 
ings of $4,659,000, equal to 2.97% on its $157,- 
000,000 stock, earnings for last half of year 
being 2.10% alone. 


Norfolk & Western—GAINED 55% in 
December, gross earnings that month being 
$4,715,143 compared with $3,026,714 in 1914. 
Heavier freight traffic partly accounts for 
the remarkable gain. 


New York, Chicago & St. Louis.— 
SHOWED increase of $271,096 in Decem- 
ber over December, 1914. 


Pere Marquette—DECEMBER gross in- 
creased $454,447 over same month in pre- 
vious year. 

Pennsylvania. —FREIGHT embargo ex- 
tended, road refusing to accept for ship- 
ment freight for New England, and for de- 
livery in the New York District. Announc- 
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ed this is the only way an absolute block- 
ade of the road can be prevented. 


Rock Island—CONTINUES to make 
good progress in its earnings, December 
gross being $6,601,000 compared with $5,- 
823,000 in December, 1914, increase of $778,- 
000, or 13%. Gain in net, however, was 
greater than that in gross, the December 
net being $611,000 compared with deficit of 
$246,000 a year ago. 


Reading.—EARNED 8.5% on its $70,000,- 
000 common stock in six months ended 
Dec. 31 last, compared with 3.4% on same 
stock previous year. Six months surplus 
is sufficient to provide full year preferred 
dividend and leave 6.3% for the common. 


St. Louis & San Francisco—FORE- 
CLOSURE proceedings against road have 
been postponed until March 28. Delay is 
due to Missouri State Service Commission 
not having passed on the rehearing of the 
reorganization plans. 


Southern Pacific—CHAIRMAN Krut- 
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teschnitt states that the very heavy freight 
tonnage moving by Atlantic Steamships of 
Southern Pacific Co., not due entirely to 
closing of Panama Canal. He stated large 
percentage was due to general development 
of business in south and southwest. 


Vandalia Railroad—RESUMED divi- 
dend, directors having declared a 2% dis- 
bursement. The dividend was passed De- 


cember 10, 1914. 


Wasbash Railway—PREDICTED road 
will earn this fiscal year $32,500,000 gross 
and indications are total operating expenses 
will not be more than 72% of gross, which 


would mean $9,000,000 net. 


Western Maryland.—DECEMBER gross 
was $952,747, and six months gross $5,405,- 
338. 


Western Pacific—ESTIMATED road 
earned $492,000 gross in December, or $109,- 
400 more than in same month last year. 
Gain for six months to December 31 last 
estimated at $867,000, or 28.14%. 


INDUSTRIALS 


American Locomotive—EARNED $14,- 
398,859 gross for the half year ended Dec. 
31, 1915, which compared with $9,309,298 
for the year ended June 30, 1915, and $5,- 
359,229 for the six months ended Dec. 31, 
1914. 


Avery Co.—DECLARED dividend of 7% 
on preferred stock payable February 1 
wiping out four accumulated quarterly 
dividends of 14% each. Accrued dividends 


now 54%. 


American Cotton Oil—DECLARED 
regular quarterly dividend of 1% on com- 
mon stock. Three months ago dividends 
were resumed at rate of 1% quarterly. 


American Steel Foundries.—PRESI- 
DENT Lamont says plant has been oper- 
ating at full capacity on domestic business 
for nearly two months and remaining ord- 
ers are sufficient to continue operations at 
100% capacity for next six months. 

American Ice.—EARNINGS expected to 
be affected by mild winter to date. Re- 
ported ice cutting on Hudson has been but 
about 10% of normal. 

American Woolen—CURRENT _ net 
earnings are at the rate of more than $20 


a share on common. Believed probable 
company will declare first common divi- 
dend soon. 

American Sugar Refining —UNDER- 


STOOD company did not quite earn 7% 
dividend on its $45,000,000 common in fiscal 
year ended in Dec. 31, last. 

American Hide & Leather —EARNED 
7% on its preferred stock for first six 
months of current fiscal year, 


American Beet Sugar—EARNINGS for 
fiscal year ending March 31 are expected 
to show 20% on $15,000,000 common stock. 
Not certain common stock will be placed 
on a 6% dividend basis in near future. 


Aetna Explosives—SPECIAL _ stock- 
holders meeting on February 5th changed 
par value of common stock from $100 a 
share to stock without value, completing 
refinancing plan of company. 


Atlantic Gulf & West Indies—NOVEM- 
BER shower a profit of $281,000 on gross 
business of $1,873,000, largest profit of any 
month since last April. 


American Writing Paper.—IMPROVF- 
MENT in demand for company’s goods, 
with slightly higher prices, indicates com- 
pany’s earnings are running at better rate 
than last year which showed a deficit of 
$127,000. This company has paid out about 
$670,000 more than it earned in last cight 
years. 


American Can.—EARNED 6.2% on its 
common stock in 1915 as compared with 
46% in 1914. Working capital at end of 
1915 year was $18,373,000 against $17,000,- 
000 the previous year. President Wheeler 
stated during 1915 contract entered into 
for foreign shipments totalled about $34,- 


000,000. 
Allis-Chalmers—DECEMBER _ quarter 


showed earnings at rate of 14% on $15,- 
849,000 preferred. 1915 years’ gross was 
about 12% larger than previous year which 
indicates company’s war orders were not 
as large as had been reported. 


Baldwin Locomotive—RECEIVED or- 
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der from French Government for eighty 

locomotives. Estimated company’s 1915 

annual report will show 7% earned on com- 

mon stock. 


Bethlehem Steel—REPORTED Charles 
M. Schwab acquired Martel Engineering 
Works at Alameda, Cal., for something 
over $1,000,000. 


Chandler Motor—DECLARED _ initial 
quarterly dividend of 14%, placing stock 
on 6% basis. Present output is sixty cars 
a day and schedule calls for steady in- 
crease of production. 


Canada Foundries—ESTIMATED on 
good authority net earnings in 1915 will be 
in excess of $1,200,000. Reported opera- 
tions in past two months have increased to 
such an extent that they are earning over 


$200,000 monthly. 


Continental Can—REPORTED for year 
ended Dec. 31 net earnings of $1,457,965 
and surplus of $964,114, equal to 12.05% on 

,000, common stock against 10.68% 
previous ‘year. 


Canadian Car & Foundry.—RUSSIAN 
war orders. totalling $82,650,000 gross have 
been turned over to Agency of Canadian 
Car & Foundry Co., a recent corporation 
in New York to handle company’s war 
business. 


Crucible Steel—PITTSBURGH dispatch 
says January net earnings were close to 
$2,000,000. Understood Frank A. Vander- 
lip, President of National City Bank will 
be elected to Crucible Steel directorate. 


Chicago Pneumatic Tube—BALANCE 
available for dividend in year ended Dec. 
31, 1915, was $815,089, equal to 12.57% on 
$6,485,800 capital stock, compared with 
7.45% on same stock previous year. 


Chevrolet Motor—JANUARY sales re- 
ported to have increased 588% over same 
month in 1915. Company is now producing 
5,000 cars monthly. 


Cuba Cane Sugar—ESTIMATED com- 
pany is earning at rate of $100 to $125 per 
share on $7,135,600 common, after bond in- 
terest and 7% dividend on $7,893,800 pre- 


ferred. 


Cambria Steel—OFFICIALLY an- 
nounced Midvale Steel & Ordnance Co., 
purchased control of Cambria Steel, at $81, 
per share in cash. Number of shares in- 
volved not disclosed. Cambria declared 
regular quarterly dividend of 114% and ex- 
tra of 1% both payable February 15. 

Distillers Securities Corporation.— 


EARNINGS said to be running at rate of 
over 1% per month on $30,843,481 stock 


outstanding. 


Driggs-Seabury. — ESTABLISHMENT 
of common stock on 20% dividend basis is 





THE MAGAZINE OF WALL STREET 


reported to be fully justified by present 
good earnings. 


Emerson Phonograph—EMERSON 
Phonograph Company’s output increasing. 
New record laboratory and plant established 
in New York City will greatly improve 
facilities and enhance earning power. 


General Motors —UNDERSTOOD Dur- 
ant interest now hold deposits or pledges 
covering transfer of 100,000 out of 165,000 
shares General Motor commgn into Chev- 
rolet stock. 


General Electric—CURRENT business 
continues heavy although orders are not 
being received in as large a volume as in 
closing weeks of last year. 


General Chemical—EARNED net profits 
of $5,958,746 in 1915, a gain of 108% over 
1914 net. This was equal to 39.18% on pre- 
ferred and 44.26% on common, biggest year 
in company’s history. 


Hupp Motor Car.—JANUARY business 
showed net gain of 87% over January of 
last year. 

Inland Steel—REPORTED for calendar 
year ended December 31, 1915, total income 
of $4,493,025, which compares with $2,081,- 
558 for fiscal year ended June 30, 1915. 


. International Steam Pump.—RECENT- 
LY made first shipment of 1,000 shells on 
its order for Russia. 


International Nickel—EARNED 6.8% 
on common stock in three months ended 
Dec. 31, 1915, or at rate of over 27% an- 
nually. 


International Mercantile Marine.—UN- 
DERSTOOD Wallace committee, repre- 
senting preferred holders, will announce its 
plan of reorganization shortly without con- 
sent of Platten committee, representing 
common stockholders. 


Kayser & Co., Julius—REPORTS for 
year ended Dec. 31, net earnings of $1,190,- 
708. 

Kelly-Springfield Tire—GROSS profit 
for year ended Dec. 31, 1915, were $2,880,- 
080; balance available for dividend equal 
to 29.67% on $4,834,600, common against 
23.15% on $4,000,000 stock previous year. 

Lackawanna Steel—REPORTED earn- 
ings now running at rate of between 20% 
and 25% on its stock. Company now has 
more than $3,000,000 cash in banks. 

Maxwell Motor.—SALES of cars for cur- 
rent fiscal year will reach 65,000 from pres 
ent indications. 

Midvale Steel & Ordnance.—PUR 
CHASED control of Cambria Steel Co., for 
$81 a share. 

Nipe Bay—EXPECTED company will 
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show increase of 30% this fiscal year end- 
ing June 30, over previous year. 


National Carbon Co.—EARNED 18% to 
20% on 965,500 common stock in fiscal year 
ended Dec. 31, 1915. 


Reo Motor.—EARNINGS for year 
ended Oct. 31, 1915. were approximately 
$3,500,000, equal to about 60% on present 
outstanding capital. Estimated 1916 earn- 
ings will equal 80% on stock. 


Republic Iron & Steel—NET EARN- 
INGS for 1915 were $5,439,598 and surplus 
after charges $3,515,819, equal to 14.06% on 
$25,000,000 preferred stock against 4.11% 
previous year. 

Sears-Roebuck.—_NET SALES for 1915 
were $106,228,421, and surplus for dividends 
$11,100,387 equal to 138.7% on preferred 
and 17.6% on common. 


U. S. Steel—UNFILLED tonnage on 
January 31 was 7,922,762 tons, increase of 
116,547 compared with that on December 
31, 1915. Predicted in steel circles earn- 
ings of corporation in current quarter will 


reach $60,000,000. This would mean sur- 
plus available for common of more than 

,000,000 or nearly $7.50 a share. In 1915 
year net earnings were $130,351,296, and 
surplus available for dividends $75,789,175, 
or 21% on preferred and 9.94% on common. 


U. S. Rubber —PRESIDENT Samuel P. 
Colt stated automobile tires sold in 1915 
by his company increased about 20%. 


U. S. Industrial Alcohol—ESTIMATED 
1916 earnings will be equivalent to between 
35% and 50% on common stock. 


Underwood Typewriter—REPORTED 
company will show balance on its $8,500,000 
equivalent to 12%% for 1915. In 1914 4.20% 
was earned. 


United Cigar Manufacturers.—BAL- 
ANCE available for common in 1915 was 
$1,122,982, equal to 6.20% on common 
against 6.65% previous year. 


Woolworth, F. W.—TOTAL net sales in 
1915 were $75,995,774 against $69,619,669 
and surplus after dividends amounted to 
$3,219,459 against $2,432,395 previous year. 


Investment Inquiries 





TELEGRAPHIC SERVICE TO YEARLY SUBSCRIBERS 


The Magazine of Wall Street has made arrangements by which yearl 
rompt replies to their ——— may receive them wy telegraph—the only expense incurred 
ich will be sent collect. 


desire 


being the cost of the telegram, w 


subscribers who 


e urge subscribers to use this method 


when they expect to take quick action in the stock market, as one or two days’ delay might re- 


sult in a loss that a telegram would have saved. 


Loose-Wiles Biscuit 

W. J. R., Dubuque, lowa—Loose-Wiles for 
the year ended December 31, 1914, barely cov- 
ered preferred dividend requirements. This 
year's earnings are said to be running about 
15% ahead of last year. The company has very 
efficient management and prospects of enlarg- 
ing its business are excellent. We consider 
the first preferred a good semi-speculative in- 
vestment. 


Erie & Wabash Pfd. 

S. M. S., St. Louis, Mo.—Erie Ist preferred 
stock appeals to us as a good low-priced rail 
stock to hold for a long pull. It is entitled to 
4% and the present pooepecy of the company 
would seem to justify cing it shortly on a 
dividend paying basis. Wabeeh preferred “A” 
is still a good distance from dividends in our 
estimation, and we are of the opinion that an 
opportunity will be offered to purchase this 
stock somewhat cheaper in the near future. 
At somewhat lower prices it would appear to 
be a good semi-speculative investment. 


U. S. Cast Iron Pipe 

. A. S., Cleveland, Ohio—U. S. Cast Iron 
Pi is said to be earning at the rate of about 
Pipe the preferred. There have been changes 
in the management recently and better things 
are expected for this:company. It has been 
a rather poor performer in the past, however, 
and its normal earning power is small. We 
— you would do well to dispose of this 
stock. 


Corn Products 


W. D. Z.—Brooklyn, N. Y.—The position of 
Corn Products has recently shown consider- 
able improvement. Earnings are running well 
ahead of last year. One factor which tends 
to keep the price of the common stock down, 
is the Government’s suit to dissolve the com- 
pany. It is the general opinion that the com- 
pany has made a very strong case and that 
they will win out. If this should prove to be 
so, the common stock will be due for a further 
advance, in our estimation. 
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MINING AND OIL 








Alaska Gold 


Why the Stock Declined—Earn- 
ing Power and Plans for the 


Future—Present and Pros- 


pective Investment 
Value 





By BARNARD POWERS 





LASKA Gold stock was originally 
offered for subscription at $10 a 
share, payable in two installments. 

Such a reputation for infallibility had 
the interests behind this company reared 
by a string of unbroken successes in 
mining accomplishments, that the stock 
was twenty times over-subscribed. The 
first payment called for $5 a share. 
When the issue was “ brought out” on 
the New York Curb it opened at above 
7 for the $5 paid in shares. Within a 
few weeks it had advanced to above Io. 
Advising a client who was fortunate 
enough to have obtained 100 shares at 
the. subscription price, the head of a 
large Wall Street banking house coun- 
selled the investor to cash-in his profits. 
The line of reasoning was as follows: 
“The company is a new one. While the 
people behind it have yet to score their 
first mining failure, the stock has ad- 
vanced out of all proportion to what 
might be called a’ legitimate increase in 
market values.” Pressed for more de- 
tails the “expert” came down to the 
statement: “ Anyway the stock has ad- 
vanced too rapidly.” The client sold. 
He made 100% on his money, but he 
never got a chance to buy his stock back 
at anything like the selling price. With- 
in a year Alaska Gold sold at 20 and 
within two years at 40 a share, an ad- 


vance of 400% over the subscription 
price. The client took his business else- 
where—as well he might. 

What is the answer? Simply this: 
a person or a concern which does not 
understand mining, should not attempt 
to pass upon the value of mining invest- 
ments. 


A Question of Faith 


When one stops to consider, confi- 
dence in a mining proposition is largely 
a matter of faith. The greatest asset a 
mining company can have is the integ- 
rity and high sense of honor of those 
behind a property. This is.the conclu- 
sion of the writer after eight years of 
study of the mining investment field. 
There is no form of investment that I 
know of which it is more difficult for an 
“outsider” to obtain a first hand and 
worth-while opinion about than that of 
amine. The average person can obtain 
a very fair idea of the state of affairs of 
a steel plant or a railroad by inspection, 
but inspection of a mining property by 
another man than a qualified expert, is a 
waste of time. 

How does this apply to Alaska Gold? 
In this way, that the interests who are 
developing the property have to their 
credit the successes of Nevada Consoli- 
dated, Utah Copper, Ray Consolidated, 
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Chino Copper and Butte & Superior, to 
name only the important companies. 
That the success of all these is based 
upon something more substantial than 
mere chance or good-luck, is obvious. 
Daniel C. Jackling, regarded by many 
as the greatest living mining engineer, 
is in charge of Alaska’s development, in 
fact it was because of his recommenda- 
tions that the property was purchased. 

The banking interests behind Alaska 
Gold are the same as those which 
financed the other properties mentioned 
and enjoy the undue distinction of never 
having scored a mining promotion fail- 
ure. If brains, ability and experience 
count for anything, then, it would appear 
that Alaska Gold began its career under 
most favorable auspices. 


THE MAGAZINE OF WALL STREET 


the late Fall of 1914, a director said to 
to the writer: “ At the present price the 
stock is high enough on our present plans 
and state of development. There is no 
telling how high the fever for gold min- 
ing stocks may push up the price, but it 
is really selling for all it is worth at the 
present time.” 

As was inevitable the stock de- 
clined from its unwarrantably high 
levels and its fall was hastened and prob- 
ably intesified by one of these contingen- 
cies which enter into the calculations 
of the development of every large min- 
ing proposition. An intrusion of schist 
was encountered on the upper level. 
This merely meant that the work of 
opening up additional stopes on this level 
would delay the production of normal 

















Alaska Gold’s Mill and Development on Sheep Creek 


Alaska’s Recent Decline 


Within the last six months the stock 
of this company has declined from a 
high of about 32 to a low of about 21. 
As is usual in such cases alarming re- 
ports were current to the effect that the 
company had insufficient ore reserves, 
that it could not make the recoveries in- 
dicated by the preliminary engineering 
reports, etc., etc. The real reason the 
stock declined was that it had been “ put 
up” to an unwarrantably high price by 
interests not connected with the com- 
pany. When Alaska was selling at 27 in 


grade ore for several months beyond the 
calculated time. The mine was as good 
as ever, the ore bodies as large, and their 
values no less than formerly, but not- 
withstanding Vice-President Jackling’s 
public statement that the company would 
eventually fulfil all earlier predictions, 
there was considerable selling of stock 
by timid investors. Occurrences like the 
one just mentioned characterized the de- 
velopment history of all the porphyry 
properties and doubtless many of the 
stockholders who sold their porphyry 
shares on just such “ scares,” now wish 

















they had shown greater faith and better 
judgment. 

At all events, the management of 
Alaska Gold states that the property is 
as good now as it ever was, and if the 
stockholders believed in this concern at 
the first, they have no less reason to be- 
lieve in it at the present time. So in the 
last analysis the whole matter reduces 
itself again to one of faith in the man- 
agement and the banking interests be- 
hind the company, and a belief in their 
judgment and ability to carry out their 
plans according to schedule. 


The Porphyry Idea in Gold Mining 

Alaska Gold represents in gold mining 
the “ porphyry ” idea of copper mining, 
that is, the treatment of large tonnages 
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ures have officially remained at the orig- 
inal figure, it is generally known that the 
properties contain at least 150,000,000 
to 200,000,000 tons of ore. On the offi- 
cial figures and present capacity of the 
mill (10,000 tons a day) Alaska has a 
life of about 15 years, and on 150,000,000 
tons, a life of something like 45 years. 
So that it is hardly likely that this day 
and generation will live to see the day 
when Alaska’s huge boilers are fired for 
the last time. 


Capitalization 


Alaska Gold has issued 750,000 
shares par $10, and 100,000 additional 
are held in the treasury against the con- 
version of $3,000,000 debentures “A,” 
which will be outstanding when the new 





Salmon Creek Dam and Reservoir 


of low grade ore on a comparatively 
small margin of profit per ton. It is the 
theory of whvulesale mining which has 
been worked out so successfully in the 
low grade copper properties. 

The Alaska Gold Mines Co., through 
its subsidiaries, controls 1,875 acres near 
Juneau, Alaska, covering, for a length 
of more than two miles, a series of 
strongly defined veins of low grade mill- 
ing gold ore. At the time the property 
was brought out, it was stated that the 
main “Perseverance” lode, judging 


from developments, contained at least 50,- 
000,000 tons of commercially profitable 
ore. 


While the company’s tonnage fig- 





“ 


$1,500,000 Series “ B” are issued. The 
$3,000,000 debentures were issued in two 
instalments, Series “A,” totaling $1,- 
500,000, were put out about a year ago. 
and the new $1,500,000 issue, Series 
“ B,” are dated March 1, 1916. Each 
issue runs for ten years and is converti- 
ble into stock at any time at 30. The 
issuance of these debentures came about 
through the enlargement of the operat- 
ing plans. The company’s mill was orig- 
inally designed to treat 6,000 tons daily, 
but will eventually handle 10,0000 tons 
and very likely 12,000 tons daily. This 
of course means an increase in mining 
operations to provide ore for the en- 
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larged tonnage capacity. The manage- 
ment has in mind¢he ultimate purpose of 
enlarging the mill to a 20,000 ton basis, 
and is developing the mine and plant 
with that purpose in view. It is not 
planned to increase the mill to a 20,000 
ton basis until its present rated capacity 
has been attained and the company is on 
a satisfactory earning basis. 


Earnings and Costs 


The average value of Alaska’s ores is 
about $1.50 a ton. Among the problems 
which are to be met in a proposition of 
this kind is to “balance” the higher 
grade ore, averaging sometimes as much 
as $3 or $4 a ton with ore running under 
$1 a ton and maintain a $1.50 average. 


CAP. & ORE KESERVES OF SIX LOW GRADEMINES, 
CON. Alaska J. AlaskaG Ray Con. Miani. 


Chino. Ins 


THE MAGAZINE OF WALL STREET 





outstanding stock, with all bonds con- 
verted. Allowing $3 for dividends, since 
the interests behind the company have 
never followed the policy paying out all 
profits in dividends, it appears that at 25 
a share Alaska would yield about 10%. 
This is the accepted yield for good min- 
ing investments. Hence it appears that 
25 a share is a conservative valuation for 
Alaska stock at the present time. 

The issuance of bonds convertible at 
30, however, indicates that the manage- 
ment is looking forward to the time 
when the company will be in a position 
to double its production and earnings. 
Of course when earning $8 a share 
Alaska would be worth proportionately 
more than when earning $4 a share, and 





ORE RESERVES IN TONS 


90,000,000 


85,000,000 80,000,000 75,000,000 75,000,000 19,000000 


AUTHORIZED CAPI 


$4,500,000 





The original estimate of mining costs 
was 75c a ton and that such estimate 
was conservative is evidenced from the 
fact that the cost has been brought as 
low as 62c a ton. 

The dam which supplies the company 
with power (shown in the accompany- 
ing illustration) is a splendid piece of 
engineering. It is 170 feet high and the 
power costs to the company are 3c per 
ton of ore treated. Steam power would 
cost twice as much. 

Taking the 75c cost figure, to be on 
the safe side, it appears that Alaska will 
earn, when the mill is treating 10,000 
tons daily, about $2,625,000 annually or 
at the rate of about $4 a share on the 


TAL 
30,090,000 15,000,000 10,000,000 16,000,000 4,000,000 


as the predictions already made as to 
present operations have proved accurate, 
there is no reason to believe that within 
the next few years the company will not 
double its capacity and earning power. 
One of the great advantages of a gold 
mining property is that it does not have 
to consider metal price fluctuations. 
Earnings therefore, are capable of being 
estimated over a period of years with 
a very fair degree of accuracy. 


Investment Value of Stocks 


The investor who buys Alaska Gold 
against the day when its will increase its 
plant capacity, must be in a position to 
await that event, since those who have 
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promoted this company have a _ well 
founded reputation for not making a 
move until the ground has been thor- 
oughly tested in advance, and it is en- 
tirely feasible to carry out the plans in 
accordance with specifications. 


In brief, at 25 a share Alaska is sell- 
ing high enough for the short pull, disre- 
garding speculative influences, but at 
that figure it presents attractive possi- 
bilities as a long pull mining invest- 
ment. 








- High Record Copper Earnings — 





What 28c. copper metal means to the 
leading copper producing companies is 
indicated by the following tabulation 
which gives the estimated 1916 output, 


By JAMES V. TERHUNE 


article was written, which are given in 
next to the last column. Such tre- 
mendous earnings, according to all pre- 
cedent, should mean one of two things; 








WHAT 28¢ COPPER MEANS TO FOURTEEN LEADING COPPER COMPANIES. 


Present annual rate 
of production, lbs. 


Company. 


Copper Range 
Granby 

Greene Cananea 
Inspiration 
Kennecott 
Miami 


cost per lb. of copper produced, the an- 
nual rate of earnings per share on 28c. 
metal, and the percentages of such earn- 
ings on the market price at the time this 


P.C. of 
Market earnings on 
price. market price. 
x 25% 


Earning 
per share 
on 28¢ copper. 
$22.80 
20.20 74 
185.00 
18.06 
19.89 
51.00 
16.20 
20.80 
15.33 
12.48 
6.65 
9.50 
12.00 
27.31 


Cost 
per lb. 


8.00 
7.00 
8.50 
9.00 
9.00 
8.00 
7.75 
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either that copper must advance to more 
nearly discount earnings on 28c. copper, 
or the metal must decline. At this mo- 
ment the former seems the more likely. 















American Zinc.—EARNED profits of 
$5,200,000 during twelve months of 1915. 
Of this sum 80%, or over $4,000,000, was 
realized in last half year. 


Alaska Gold Mines.—TREATED 119,914 
tons of ore in January compared with 
114,183 tons in December. 


Arizona Commercial.—D ECEMBER pro- 
duction of 350,000 Ibs. of copper, was 
slightly below average for past three 
months. 


American Smelting & Refining.—CUR- 
RENT earnings running at rate of be- 
tween 15% and 20% annually. 


Ahmeek.—CAN earn about 23% on pres- 
ent price of its shares with 25c. copper. 


Allouez Mining —COMPANY is earn- 
ing at rate of about $1,900,000 annually, or 
$19 a share, on basis of 25c. copper. 


Anaconda.—OFFICIALS estimate that 
new electrolytic zinc plant which company 
is erecting will be finished July 1 and that 
it will return a net profit of $4,000,000 
annually. Company can earn $20.60 on per 
share on 25c. copper. 


Braden Copper.—PRODUCTION now 
running at rate of over 15,000,000 Ibs. of 
copper a year. Earnings now over $500,000 
monthly and producing cost 7¥c. Ib. Ex- 
pected cost will not exceed 6%c. Ib. when 
new 10,000-ton plant is completed. 


Butte & Superior—JANUARY tonnage 
of ore mined and milled was largest in 
company’s history, amounting to 54,000 
tons against 50,500 tons in December. 
Earnings in 1916 are practically assured to 
be from $35 to $40 a share, from sales of 
spelter already made for future delivery. 


Crown Reserve Mining. —COMPANY’S 
1915 annual report held out no hopes for 
early resumption of dividend. Balance was 
$27,178 against a deficit of $72,804 in 1914. 


Copper Range.—BELIEVED likely com- 
pany will pay $10 to $12 a share in dividends 
this year. During last 12 months $1,200, 
debt was liquidated, $3 dividend paid, and 
surplus accumulated amounted to $2,000,- 
000, or $5 a share. 


Calumet & Arizona—INTERESTS close 
to company believe it unlikely share- 
holders will receive a very large bonus this 
year but company’s plans for future are 
such as to make it appear that after an- 
other three years it will be a 100,000,000 
Ib. per year producer and able to earn $12 
a share on its stock on a 15c. metal market. 

Cerro de Pasco—DECLARED initial 
qeertecty dividend of $1 a share, payable 
March 1. Output is averaging 6,000,000 a 


month and earnings are running at a rate 
= of double $4 dividend just estab- 
ished. 
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Calumet & Hecla—PRODUCTION in 
‘1915 was 71,030,518 Ibs. of copper from its 
own mines, exceeding that of any preceding 
year since 1911 and including subsidiaries’ 


total was 145,656,000 Ibs. Estimated earn- 
ing on 71,030,518 Ibs. were $6,000,000, or 


per share. Including its equity in sub 
company earnings, total net was about 
$8,300, or $83 per share. Company paid 


dividend of $50 per share in 1915. 


Chili Copper.—DAILY production now 
running about 5,000 tons, highest so far. 
Expect full capacity of 10,000 tons to be 
reached within next three or four months. 


Chino.—DECEMBER production 
6,302,045 Ibs. of copper. From current 
earnings estimated company will be in a 
position to pay $15 a share on its stock 
this year if directors so desire. 


East Butte—EX PECTED to be in posi- 
tion to begin paying dividends shortly. On 
25c. copper company can earn 40% on 
present market price of its shares. 


Sequin Exploration.—S H ARE - 
HOLDERS will receive $12 a share cash 
and one share of beneficial interest in 
Yukon-Alaska Trust for every four shares 
of Exploration stock, according to plan to 
be submitted to stockholders March 9. 


Grandy Consolidated—REPORT for six 
months ended Dec. 31 last showed net 
profits of $1,513,000, or approximately $10 

er share. With copper at 25c. per Ib. near 

8 per share annually can be earned. 

Greene-Cananea.—JANUARY  produc- 
tion was 3,348,000 Ibs. of copper compared 
with 1,730,000 Ibs. produced from Dec. 11, 
when plant resumed operation, to Dec. 31. 

Island Creek Coal.—PROFITS for 1915 
were $819,000 compared with $943,153 in 


1914. 

Inspiration Consolidated —COMPANY 
has not as yet benefited to any great ex- 
tent from present hich copper prices. It 
will be several months before production 
reaches rate of 120,000,000 Ibs. copper 
annually. 


Kennecott Cop 


was 


r.—DECLARED initial 

quarterly dividend of $1 per share putting 
stock on $4 basis. Application will be 
made shortly for listing Kennecott shares 
on New York Stock Exchange. 

Lake Sept PRESENT rate of opera- 
tions, which aré running around 200, 

_ Ibs. of copper monthly, gives earnings of 
approximately $3 per share, on 25c. copper. 

Miami Copper—PRODUCED approxi- 
mately 3,900, Ibs. of copper in January, 
and company can earn more than 25% on 
prevailing market price of its stock with 
25c. copper. 

Mohawk Mining—BELIEVED _ likely 
company’s second semi-annual dividend 
will be $10 or $12 per share. First semi- 
annual payment this year was $7 share. 








MINING DIGEST 


Nyt Mines.—NET PROFITS for 
year ended Dec. 31 last, totalled $1,253,615, 
fully covering regular 20% dividend on 
capital stock. Net profits in 1914 were 
$1,578,715. 


Nevada Consolidated—D ECEMBER 
production was 6,201,247 Ibs. ore 
based on 25c. copper, in 1916 should be 
nearly four times amount required to pay 
its current dividends of 37%c. per share 
quarterly. 


North Butte—EARNED $3.12 per share 
in 1915. Not expected company will ad- 
vance dividend payments in proportion to 
its increased earnings this year, because it 
can spend surplus income more advanta- 
geously in other ways. 


Osceola—PREDICTED company will 
pay $20 or $25 a share in dividends this 
year. December production was 1,725,719 
Ibs. of copper. 


Old Dominion.—WILL earn more than 
30% on present market price of its stock 
with copper at 25c. 


Ray Consolidated—DECEMBER output 
was 6,900,000 Ibs. of copper. Company 
earned $4,977,000, or $3.10 per share, on 
62,600,000 Ibs. of copper in 1915. Expected 
oy production will be at least 85,000,000 

s. 
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Shannon Copper.—OPERATIONS now 
running at practically full capacity whic 
means 10,000,000 Ibs. of copper annually. 
February output expected to be around 
750,000 ibs. 


Superior Co 
1915 was 3,866, 
000 Ibs. over 1914. 


Shattuch Arizona—NET EARNINGS 
for 1915 were $1,174,028, or $3.35 a share on 
its stock. Stock was recently listed on 
New York Stock Exchange. 


Tennessee Copper—ESTIMATED com- 
pany will show earnings of between 25% 
and 26% on capital stock for calendar year 
of 1915 which compares with 13% in 1914. 


Utah Copper.—PREDICTED 1916 pro- 
duction will approximate 220,000,000 Ibs. 
December production was 14,497,485 Ibs., 
compared with 13,722,723 Ibs. in November. 


U. S. Smelting—RECENT $12,000,000 
ten year 6% convertible note issue, moving 
rapidly and prospects are entire issue will 
be taken up in a comparatively short time. 


Wolverine—-COMPANY can earn more 
than 30% on prevailing market price of its 
stock while copper continues to sell at 25c. 
a Ib. 


r—PRODUCTION _ in 


Ibs., an increase of 650,- 


Oil Notes 


Associated Oil—EXPECTED earnings 
will be sufficient to retire all outstanding 
bonds within next few years. Total re- 
demption of $2,400,000 has been made in 
last two months. 


Buckeye Pipe Line—EARNED net 
profits of $1,523,801 in 1915, equal to 15.23% 
on stock against 24.17% previous year. 
Deficit for year, $76,199. 


_ Cumberland Ayo Line.—NET PROFITS 
in 1915 were $32,001, equal to 3.20% on $1,- 
000,000 capital stock against 3.17% year 
ago. Deficit was $17,999. 


Crescent Pipe Line—DECLARED divi- 
dend of 75c., a share, payable March 15. 


Eureka Pipe Line—REPORTED for 
1915 year net profits of $992,247, equal to 
19.84% on $5,000,000 stock against 28.32% 
previous year. Year’s deficit was $207,758. 


Houston Oil—ARRANGEMENTS for 
financing development of company’s exten- 
sive oil properties nearing completion. De- 
velopment work will be started shortly. 


Indiana Pipe Line—NET INCOME was 
$1,271,000, $1,271,416, equal to 25.42% on 
$5,000,000 capital stock against 25.37% pre- 
vious year. 


Midwest eT ye EARNINGS 


for 1915 were $1,825,386, equal to 9.12% on 


stock. 


Mexican Petroleum—ES TIMATED 
earnings for fiscal year ending Dec. 31, 
1916, are given as $6,750,000. For year end- 
ed Dec. 31 last, earnings were $2,915,000. 


Northern Pipe Line—REPORTED net 
earnings in 1915 of $428,433, equal to 10.71% 
on $4,000,000 capital stock against 10.55% 
previous year. 


National Transit—STOCKHOLDERS 
approve proposal to reduce stock from $12,- 
727,375 to $6,362,500. 


New York Transit—NET PROFITS for 
1915 were $813,729, equal to 16.27% on 
$5,000,000 capital stock, against 28.69% pre- 
vious year. 


Ohio Oil—RUMORED large extra divi- 
dend will be declared sometime in Febru- 
ary. 

Pan-American Petroleum & Transport 
Co.—INCORPORATED in Delaware with 
$150,000,000 capitalization, $25,000,000 of 7% 
cum. and convertible preferred and $125,- 
000,000 common stock. This is new com- 
pany which will take over Mexican and 
Californian oil property. 
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Pure Oil Co—DECLARED dividend of 
$2.50 a share but payment may be withheld 
until March Sth or 10th. 


Southern Pipe Line—NET PROFITS 
for 1915 year were $1,966,756, equal to 
19.66% on $10,000,000 capital stock com- 
pared with 25.29% previous year. Year's 
deficit, $433,242. 


Southwest Penn Pipe Line—SHOWED 

by B00 on $5 of $346,453 in 1915, equal to 

500,000 capital stock against 

160% Deficit for year, 
$76,546. 


Sapulpa Refining—JANUARY earnings 
were reported at rate of more than 100% 


previous year. 


largest in company’s 
history. Declared dividend of 1YA% 
monthly, increase of % of 1%. 


Savoy Oil—DECLARED usual monthly 
dividend of 1% and extra of 1%, both pay- 
able Feb. 25. 

Standard Oil of Kentucky—SHQWED 
net profits of $1,124,640 and surplus of 
$644,640 in 1915. 

Texas Co—SPECIAL stockholders 


meeting will be held at Houston, Tex., Feb. 
29, to vote on 20% increase in Capital Stock. 


Tide Water Oil—PURCHASE of White 
& Sinclair producing properties in Okla- 
homa practically completed. 


on common stock 


Mining and Oil Inquiries 








Shattuck Arizona 


G. H, W., Dubuque, Iowa.—Shattuck Ari- 
zona Copper is in a strong financial posi- 
tion with a working capital of over $1,000,- 
000. Shipments of copper are now on a 
basis of about 15,000,000 Ibs. annually and 
cost is estimated at about 7c., which would 
give earnings equal to over $6 per share on 
22 cent copper. The company has $3,500,- 
000 capital stock issued. 


Utah Versus Quincy 

A. T., Lowell, Mass.—There is little to 
choose between Utah Copper and Quincy. 
Utah cannot be considered more specula- 
tive than Quincy, because for one reason, 
it has ore reserves blocked out which in- 
sure the mine at least 70 more years of life. 
sree 3 is a vein mine and while it appears 
to have many years more of life, it is im- 
possible to determine exactly what ore 
there is. One stock is just as likely to 
advance as the other, if the coppers are 
again moved up. Utah is slightly more 
favored as collateral in view of the New 
York market for this stock. 


Internat. Petroleum 


B. S. W., Louisville, Ky.—International 
Petroleum has $1,200,000 stock, par $5. It 
was formed for acquiring control of several 
companies operating in Peru. It it con- 
trolled by the Imperial Oil Co., Ltd. of 
Canada, which in turn is controlled by the 
Standard Oil Co. of New Jersey. The 
company’s daily production is now reported 
to be 6,500 barrels. It is expected that 
other properties will be acquired. That will 
materially increase the company’s output. 
This stock can be regarded as a fairly at- 
tractive speculation at present levels. The 
company is now receiving good prices for 
its oil and we do not see that the ending of 
the war would be of any particular benefit 
to it. 


Savoy Oil 


W. S., New York City.—Savoy Oil Co.’s 
current earnings are very satisfactory, ac- 
cording to an official of the company. The 
1915 annual report will not be available 
until about February 15, but it is stated 
that earnings for that year were about 30% 
on the outstanding $500,000 stock. The par 
value is $5.00. The company has no bonds. 
Dividends at the rate of 2% monthly are 
now being paid. We believe the company’s 
good earnings have been largely discounted 
marketwise and, while Savoy Oil may ad- 
vance further, we do not suggest buying it. 


Standard of Cal. 


B. H. W., Elmira, N. Y.—Standard Oil 
of California has had a good advance and 
the stock dividend must be regarded as 
discounted. If present boom conditions in 
the oil trade continue, however, it is very 

ossible that this stock may work higher. 
We are inclined to prefer the producing 


companies to the pipe lines, although busi- 
ness on the latter is showing improvement. 


Federal Oil 


A. S., New York City.—Federal Oil owns 
some oil properties in Mexico, but as they 
have not yet produced any quantity of oil, 
the company must be regarded largely in 
the nature of an oil prospect. We suggest 
that you do not purchase this stock until 
something more definite is known as to its 
possibilities. 


Midwest Oil 


S. J. A., Seneca Falls, N. ¥.—Midwest Oil 
can be considered a good speculation. The 
company is a good producer and, in view 
of the high price now prevailing for oil, it 
is steadily increasing its income. 





TRADERS’ DEPARTMENT 
Unloading on the Public 


Methods Employed by Big Operators in the Distribution 
of Stocks 


By SCRIBNER BROWNE 


DITOR OF THE MAGAZINE OF WALL STREET: 
I would like to suggest that you publish an article telling your 
readers something about how the big fellows go to work to unload on 


the public. 
of the strongest kind of bull news. 


During January of this year stocks kept going down in the face 
I don’t see exactly, how it is done nor 


why it is done, and there must be other people who don’t know any more 


about it than I do.—B. T. S. 


HAVE been inmate ie the editor 
to answer the above letter. It opens 
up a pretty big question and I shall 

not be able to cover the whole ground in 
this one article, but perhaps I can touch 
on some points that may be helpful. 

The first thing to notice is that the 
unloading was done before the time 
when “stocks kept going down in the 
face of the strongest kind of bull news.” 
The big operators have to sell when the 
public is buying freely, because they 
have such heavy lines of stocks that it 
takes a big demand to make a market 
for them. 

The trader who has one hundred or 
two hundred shares of some active stock 
can always sell at a moment’s notice, no 
matter whether prices are rising or fall- 
ing, but the man who has 10,000 shares 
or more has to look farther ahead. He 
has to seize the opportunity to sell while 
the demand is still good. 


That means that he must sell while’ 


the bull news is still coming out. He 
may sell too soon, and often does; but 
on the whole that is better than being 
obliged to sell too late. 

So long as prices keep rising, hardly 
anybody knows that the big operators 
are selling or have sold. Naturally they 
don’t publish what they are doing to the 
world, as that would spoil their market. 
But when prices begin to react, then the 
difference appears. If the big fellows 
still have the stocks, the market becomes 


dull on the reaction and the decline of 
prices is soon checked. If they have un- 
loaded on the public, the market is likely 
soon to become more active on the de- 
cline and to keep on going down, for the 
public will not hold its stocks firmly as 
prices go lower. 

When the market persists in going 
down on bull news the ordinary outside 
observer says, “ Oh, they’re putting ‘em 
down to shake out some of the little fel- 
lows.” But that is not exactly the 
philosophy of it. The little fellows have 
all bought and are trying to sell out on 
each other ; hence the market keeps going 
down until some stronger interests come 
to the rescue. 


How It Is Done 


Now, B. T. S. wants to know how it is 
done. In a general way, it is done by 
taking advantage of bull news to sell on. 

For example, look at the chart here- 
with showing the weekly high, low and 
close for Steel common from Oct. 4, 
1915, to Feb. 5: 1916. The stock sold 
as high as 87% in the third week shown 
on the chart. For eight weeks the price 
seemed to be bumping against 88 every 
week. Then for two weeks more it re- 
mained a little below 88. The next week 
it went a point higher, to 89%, but that 
was its expiring effort. From there it 
declined steadily to 80. 

During this entire period the news 
from the steel industry was as bullish as 
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it could possibly be. All the mills were 
running at capacity, unfilled orders were 
increasing, prices were rising rapidly for 
every sort of steel product, and orders 
were being booked for the latter half of 
1916. No bull could ask more in the 
way of news than he had during Novem- 
ber, December and January. 

Why then did the stock refuse to ad- 
vance further? Because “the situation 
had been discounted.” The most that 
could reasonably be hoped for was a re- 
sumption of the 5 per cent dividend 
rate—and the big holders of Steel com- 
mon thought that 88 was high enough for 
the stock on a 5 per cent basis. Con- 
sequently they sold around that price— 
and the greedy public lapped up the 
stocks. After the dividend was actually 
declared the price declined sharply— 
the “ bull news was all out.” The public 
had‘the stocks. Small holders were try- 
ing to sell to each other. 

The advance in Smelting to 113 
affords another example. The behavior 
of the stock was quite different from that 
of Steel, but the principle was the same. 
The chart shows the daily price range 
of Smelting from Dec. 13, 1915, to Jan. 
13, 1916, with the volumes day by day 
(Saturday volumes being doubled to give 
a better comparison). 
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“ Manipulation ” 


“ Manipulation” is a sort of omnip 
otent word, in the minds of inexper- 
ienced observers. A great many people 
imagine that powerful operators can put 
the stock market up and down at will. 
This is very far from the truth, so far as 
the leading active stocks are concerned 
To be successful, manipulation must be 
in harmony with the situation. The 
manipulator who tries to buck the facts 
will soon cease to be a manipulator 
through lack of the necessary capital. 

In one sense of the word, there is now 
no manipulation on the Stock Exchange. 
It is contrary to law and is severely 
frowned upon by the Exchange authori- 
ties. But in a broader sense there is and 
always will be a certain kind of manipu- 
lation in any speculative market. For 

_ example, no law could prevent me from 
placing orders with different brokers to 
buy 20,000 shares of Smelting at the 
market—and such orders would have a 
very decided effect on the price. And 
no one could prevent me from buying all 
the stock offered at a certain price—in 
other words, supporting the market. 

The amount of such manipulation in 
Steel and Smelting during the periods 
here illustrated was probably small. It 
is reasonable to assume that big oper- 
ators who had these stocks to sell did 
their best to encourage the rise before 
they began to unload. Then while they 
were unloading they doubtless took care 
to prevent sharp breaks which would 
make the market look weak. 

The general method used by manipu- 
lators in distributing stock at a high 
level is, first, to support the stock when 
a heavy selling order seems likely to 

“break the price too far; and second, to 
bid up the price whenever there is noth- 
ing being offered for sale. The rest of 
the time as much stock is sold as possible. 

For example, suppose a stock has ad- 
vanced to 43 and it is desired to sell as 
much stock as possible above 40. Con- 
trolling interests will not permit the price 
to break below, let us say, 39. When 
heavy outside selling orders appear, the 
stock is taken around that figure. Ther 
as soon as the selling is over, the price 
will be marked up to say 42 or 43. This 
may be done quickly, so as to make the 
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market look very strong; or selling or- 
ders may be encountered on the way up, 
so that the price has to be nursed slowly 
along as opportunity offers. When the 
plane of the price is again established 
above 40, all the buying orders that come 
into the market are filled by the con- 
trolling interests. This distributive sell- 
ing will eventually fill all the demand and 
the price will decline again, when the 
process is repeated. 

This goes on until the controlling in- 
terests have sold all the stock they want 
to, or until they find that they can no 
longer sell more than they are obliged 
to take back again to prevent a further 
decline—in other words that the market 
is filled up at that level. 


Points of Support 


When the period of distribution is of 
considerable length it becomes necessary 
for those who are managing the cam- 
paign to support the price from time to 
time in order to prevent untimely weak- 
ness. 

These points of support are nearly 
always raised a little as distribution con- 
tinues. I have frequently noticed that 
the support was raised about a quarter 
of a point higher each day until finally 
the market came to a standstill at a deli- 
cate balance, presumably the very high- 
est point to which the price could be 
worked up without compelling the con- 
trolling interests to take some heavy 
blocks of stock that were waiting for 
them at a little higher level. 


When one of these points of balance 
is reached, with transactions much 
smaller and the price nearly stationary 
(after sharp advances, activity and the 
gradual raising of supporting points as 
above explained), the downward move, 
when it starts, is likely to be of consider- 
able extent. It is difficult, if not impos- 
sible, to see this downward move coming 
in advance, for after a short rest the con- 
trolling interests may find it possible to 
give the price another upward shove. 

Those who wish to sell short after a 
period of distribution will usually do 
better to wait until the price breaks 
through two or three of the highest 
points of support. This is generally 
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pretty good evidence that the distributive 
campaign is over. 

It is a great mistake, however, for the 
investor to base his judgment solely on 
the action of the market, important as 
that is. It is the situation that makes the 
price in the end and the action of the 
market is only important as reflecting the 
situation. Some features of the situa- 
tion—such as pool control—cannot be 
learned in any other way except by 
watching the action of the market, but 
some other features can. 


113 
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Trader and Investor 


A distinction should be drawn between 
the active trader and the investor, in con- 
sidering how much each should be in- 
fluenced by the situation and how much 
by the action of the market from day to 
day. I doubt whether the active trader 
can get much benefit from the study of 
the investment value of the stock in 
which he is operating. 

The five and ten point swings of an 
active stock are far more likely to de- 
pend upon the speculative situation than 
upon the investment situation—though 
there are times when they may be con- 
siderably influenced by the latter. Hence 
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the trader who is trying for the five or 
ten point moves will have to consider the 
speculative situation almost altogether, 
and all he can find out about that—abso- 
lutely all, no exceptions—that will be 
worth anything to him in the long run, 
he must deduce from the behavior of the 
market. 

But the investor may well take into 
consideration both the action of the 
market and the reasons that, so far as he 
can discover, cause such action. 

He might, for example, sell Steel at 


88 because, first, he thought that was 
high enough for a 5 per cent stock like 
Steel, and second, because the price, for 
weeks running, refused to go any higher 
than 88. Or, a little later, he might put a 
stop order on his holdings at 851% be- 
cause points of support were being low- 
ered instead of raised, indicating that the 
market was probably getting “full of 
stock,” but he would not do that if he 
did not also believe that Steel was high 
enough from the investment point of 
view. 












Alton-Slater Water Co. 


A. H. Bickmore of 111 Broadway, N. 
Y. City, have issued a circular making an 
offering of The Alton-Slater Water Co., 
first mortgage 6%, serial gold bonds. Cir- 
cular will be sent on request. 





The Twenty Payment Plan 


Slattery & Co. call attention to their 
statement that under their Twenty Pay- 
ment Plan, the purchaser of securities is 
never called upon to protect his account 
by further margining, no matter how far 
the market declines. 





Gift to A. S. Frissell 


A. S. Frissell, for many years president of 
The Fifth Avenue Bank, and recently 
elected chairman of the board, has received 
from the clerks of the bank a gold watch 
and an engrossed memorial as a token of 
the good feeling existing between him and 
his subordinates. 


Dividend Book 


“The Dividend Book,” one of the most 
complete issued, giving complete informa- 
tion regarding some five hundred dividend 
paying railroad, industrial, mining and man- 
ufacturing stocks, with price range, divi- 
dends, and earnings for a series of years 
and other interesting statistics is being is- 
sued by Fitzgerald, Hubbard & Co., 95 Milk 
Street, Boston, Mass. It will be sent free 
to our readers living in the New England 
States upon mention of this magazine. 





St. Paul 


A most comprehensive analysis of St. 
Paul’s present condition and prospects is 


Wall Street Jottings 








being issued by J. Frank Howell, 52 Broad- 
way, New York. Accompanying the illum- 


’ inating text is a map showing the extent of 


the system, while there is also presented a 
point movement chart of the market move- 
ments of the stock for the past two years. 
This circular, a distinct departure from or- 
dinary brokerage literature, will be sent free 
upon mention of this magazine. 





Barnett Oil & Gas 


E. H. Clarke, 27 William St., New 
York City, is issuing a circular on the 
Barnett Oil & Gas Co., in which it is 
stated that the company has _ fourteen 
active wells producing over 245 barrels of 
oil a day upon which earnings are esti- 
mated at over $650 per day. Copies of this 
circular will be sent to readers upon 
request. 


Standard Oils 


A booklet on the Standard Oil stocks, to- 
gether with a description of the twenty- 
payment plan, showing how the stocks may 
be bought from one share upward by the 
smallest investors, is published by Slattery 
& Co., investment securities, 40 Exchange 
Place, New York City. It will be for- 
warded to readers upon request for their 
“ Booklet 10-M.W.” 





Central Petroleum Company 


A circular on Central Petroleum Com- 
pany 5% preferred stock, dividends upon 
which are guaranteed by the Texas Com- 
pany is being issued by Lamarche & Coady, 
14 Wall Street, New York. It is stated 
that the yield upon the present market 
price of ‘the stock is in excess of 12% 
Copies of this circular will be forwarded 
upon application for 1-CP. 





‘Technical and Miscellaneous Inquiries 





Puts and Calls 


Q.—Please explain just what is meant by 
a put and a call and what possibilities there 
are of making profits by purchasing these? 
Is there any risk involved other than the 
money that is originally put up for the 
paper?—R. L., Providence, R. I 


Ans.—A call on a stock is a promise to. 
deliver a specified amount of stock at a 
certain price within a specified time. For 
example a broker may sell you for $150 a 
call on 100 shares of New York Central 
good for thirty days at 108, which is, we 
assume, two points above the market price 
of the stock. Your $150 then has bought 
the privilege of purchasing 100 shares of 
New York Central at 108 within thirty 
days. If New York Central should advance 
to say 115 you can then sell 100 shares in 
the market and call your 100 shares at 108. 
The difference between the two prices less 
the amount you paid for the call, and % 
brokerage commission and $ transfer tax, 
is your profit. In this case the net profit 
would be $534 


A put is the reverse of a call. The 
broker who sells a put promises to pur- 
chase a specified amount of stock from you 
at a certain price within a certain time, if 
you so desire. Hence if the stock declines 
the buyer of the put can buy the stock in 
the market and sell it to the broker from 
whom he purchased the put at the price 
named by the put. 


One of the principal advantages of a put 
or call is that your risk is absolutely limited 
to the amount you pay for the privilege. 
Profits depend, of course, on how big a 
move the stock has in your favor. Another 
advantage of the put or call is that a very 
much larger amount of stock can be traded 
in than by a purchase on margin. As 
insurance against market commitments puts 
and calls are often used to advantage. 


Railroads and Foreign Liquidation 


Q.—I am the owner of a number of 
shares of the best American railroad stocks. 
Will not the foreign liquidation in these 
securities, which will be more pressing than 
ever this year, prevent their rising to any 
extent?—H. G , Semans, Saskatchewan, 
Canada. 

Ans.—Foreign liquidation is, as you say, 
likely to prevent the foreign held railroad 
issues from having any extensive market 
advance the present year. We are of the 
opinion, however, that it will be safer to 
hold these stocks rather than to buy any 
of the newly reorganized railroad stocks. 
The earnings of the better American rail- 
roads are very good at present and if the 
labor question is satisfactorily settled, they 
will hardly have much of a decline. 


Selling Short and Buying 


Q.—Please give me the particulars of 
selling short and buying.—L. J. D., San- 
dusky, Ohio. 

Ans.—The term “short selling” means 
the selling of a security which - do not 
hold at the time you sell. he broker 
through whom you sell makes delivery by 
borrowing the stock. When the stock is 
bought, thus covering the short committ- 
ment, the broker returns the borrowed 
stock and the transaction is closed. 


Wheat Quotations 


Q.—Please explain what makes the dif- 
ference in wheat prices between New York, 
Chicago or Toledo.—F. F., Bridgton, Me. 

Ans.—The difference in the price of 
wheat as quoted in Chicago, Toledo or 
New York, is because of the greater ex- 
venee of delivery in one place than the 
other. 


Market Statistics 


Average Prices 


Breadth 
Total Sales (No issues) 
987,100 4 
724,100 
642,800 
643,100 
884,600 
360,200 
591,900 
433,600 
555,100 
700,200 
561.500 


50 stocks 
High Low 
85.91 84.47 
86.92 85.40 
87.84 86.82 
88.55 87.57 
88.50 87.00 
87.64 86.91 
88.63 87.71 
88.57 87.78 
S884 88.00 
89.06 88.26 
89.01 88.26 


Dow Jones 
12 Inds. 


Avgs. 
20 Rails 
100.75 
102.05 
102.56 
102.88 
101.68 
101.84 
102.26 
102.16 
102.62 
103.00 
108.82 
Stock Exchange closed. 


January 31 
Tuesday February 1 
Wednesday 
Thursday 


Friday 


Seeneaagaeaenas 
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/EOETON: AND GRAIN 


‘Geaida Market in | Cotton 


By C. T. REVERE 





OTTON has shown a slight im- 
provement in undertone recently, 
thus suggesting that while certain 

essential factors may be bearish, they 
are not necessarily efficacious in bringing 
about lower prices, particularly if they 
receive too general recognition. In other 
words, the bearishness of sentiment, re- 
flected in an oversold condition, has 
brought about a recovery of 40 points 
or so from the recent low level. If there 
had been a more widespread interest in 
cotton, there is little doubt that the re- 
covery would have been much greater. 

The near future of the market will 
depend on the outcome of the conflict 
between the bearish element among cot- 
ton merchants and Southern holders. 
The public shows very little inclination 
to place itself in a position where it will 
be caught between these two contending 
forces. If there were an unwieldy long 
interest, the assertion of bearish factors, 
backed up by bearish market tactics, 
would have brought about a bad break 
three or four weeks ago. 

On the other hand, if the bears had 
not been cautious and comparatively 
few in number, the recovery from the 
decline would have been much more 
pronounced than it was. 

The important influences in cotton 
have shown no recent changes. The 
scarcity of ocean freight room, more 
than any other element, operates to keep 
down prices in America, and also to put 
prices up in Europe. In the opinion of 
well-informed cotton men, European im- 
porting firms have at present in the 
South about all the cotton they will buy 
until they can get rid of some of these 
purchases. These accumulations are 
placed at about 2,000,000 bales. 

There is a great deal of English and 
German owned cotton in New Orleans, 
Memphis, and even in New York. 
These holdings are not likely to be in- 
creased until European merchants see 


some prospect of sufficient cargo space 
to bring them to Europe. At present, 
however, the foreign buyer cannot tell 
whether he will be able to make ship- 
ment in one week or in six months from 
the date of purchase. 

With the export situation so unfavor- 
able to the holder, the bears quite natu- 
rally count on an effort to unload before 
the new planting season. Cotton statis- 
ticians are devoting more or less atten- 
tion to figuring out the surplus that the 
South will have to carry over into the 
new crop. This is placed at all the way 
from 1,200,000 bales to 4,000,000 bales. 
The figures are largely conjectural, and 
will depend almost entirely upon the 
volume of exports from now to the end 
of the season. 

The total exports to date are about 
3,000,000 bales, and it is doubtful if the 
trade expects clearances of more than 
2,000,000 bales additional from now to 
the end of the season. This will put 
a very stiff problem up to the South, 
but if farmers will not increase their 
acreage too much, the burden of the old 
crop holdings will not prove as heavy 
as bearish accumulations foreshadow. 

The trade, however, is very skeptical 
about any acreage reduction, and really 
expects a large increase. The Winter 
season has been propitious, with abun- 
dant rain in Texas. The weather has 
been cold and the winter-killing of boll 
weevils certainly will reduce the ravages 
of that pest during the coming season. 

Recently there have been some heavy 
overflows in the Mississippi valley on 
the Arkansas side, but inundations dur- 
ing February can hardly interfere with 
the planting of a crop, which does not 
take place until May, and can be post- 
poned until the early part of June. 

Although it has no market influence, 
the real mystery of the present cotton 
season is the size of the East Indian 
cotton crop. This has been estimated 
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at all the way from 3,687,000 bales to 
5,300,000 bales. The latter estimate is 
that of Ralli Brothers, who are really 
the best known authorities on the East 
Indian crop. The acreage in India, how- 
ever, was only 17,390,000 acres, against 
23,977,000 acres the previous season, 
when the crop was 4,993,000 bales. The 
American trade has been wondering 
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how acreage can be reduced as much as 
27% and the crop show an increase of 
400,000 bales. 

It is not believed that the market will 
take any decided course until early in 
March, and there is confident expecta- 
tion of a decline at that time, unless the 
problem of ocean freight room and rates 
is satisfactorily solved. 





Wheat Export Outlook Bright 


By P. S. KRECKER 








HAT war markets are a law unto 
themselves and pay little heed to 
precedents has been brought for- 

cibly home to the wheat trade recently 
by the unexpected entrance of an inter- 
national commission as a controlling 
factor in the export movement. To this 
body exclusively has been delegated the 
task of purchasing the supplies of the 
Allied nations. Methods of conducting 
the export business of this country have 
been revolutionized over night by the vir- 
tual elimination of competitive bidding. 
There has been more or less effort here- 
tofore on the part of the foreign govern- 
ments to systematize buying through 
agencies so as to check outside specula- 
tion and competitive buying by the sev- 
eral governments. 

But those efforts heretofore took the 
form principally of the elmination of pri- 
vate agents on the other side, and the 
assumption by the central governments 
of the task of supplying their peoples 
with foodstuffs. What has been done 
more recently has been to supplant pri- 
vate purchasing agents on this side with 
direct representatives of the foreign gov- 
ernments. No such a condition has ever 
existed in the export trade in wheat be- 
fore, so that there is no past history to 
guide American wheat producers and 
merchants in their efforts to diagnose 
the situation. Naturally under such cir- 
cumstances much confusion exists, and 
this confusion is not limited to the spec- 
ulative element. Wheat exporters and 


merchants are quite as much at sea. 

To what extent the foreign govern- 
ments will be able to control the wheat 
markets—for that is their primary pur- 
pose in making this latest move—is a 
perplexing question. The immediate ef- 
fect is not difficult to see. It has been 
to demoralize the speculative bull move- 
ment in the Chicago market, and provoke 
a break in wheat, which at present writ- 
ing has extended to 10 cents from the 
recent top. The underlying factor in this 
rapid decline has been the hurried liqui- 
dation of long lines of wheat by domestic 
exporters. It is a fact well known in 
the wheat trade, but possibly less clear 
to the public that wheat exporters have 
been speculating heavily in wheat fu- 
tures ever since the European war 
started. To what extent they gambled 
last season on the requirements of Eu- 
rope for wheat can never be known. It 
is believed that some of them amassed 
fortunes by buying in anticipation of re- 
selling to foreign consumers at advanced 
prices. It is credibly stated that similar 
market operations were under way this 
season. The foreign governments have 
cut the ground from beneath the feet of 
domestic exporters by the adoption of 
their new buying policy, and have forced 
these exporters to unload in haste the 
contracts they had assumed. The result 
has been to upset the contract market 
and to halt abruptly the promising bull 
movement. The wheat trade is endeav- 
oring now to determine what the ultimate 
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effect of this concentrated foreign buying 
will have on values. 

The significance of the latest move of 
foreign consumers of our wheat should 
not be difficult to diagnose. The estab- 
lishment here of a foreign purchasing 
agency, which will exercise all the in- 
genuity and technical skill at its com- 
mand in an effort to buy wheat without 
causing any appreciation in prices, can 
have but one meaning, and that is that 
the countries of Europe plan to make 
large further purchases of American 
wheat in. preference to drawing upon 
the supplies of Australia and Argentina. 
Where this not their purpose they would 
scarcely take such revolutionary steps to 
control prices, but would depend upon 
the competition of those supplies of the 
Southern Hemisphere to hold specula- 
tion in North America in check. It is 
interesting to note that this is the view 
taken by leading British trade authori- 
ties. Commenting on the situation, these 
predict that the export movement from 
North America will be more liberal in 
the future than it has been in the past, 
making the passing observation that re- 
cent purchases have proved inadequate 
while reserves are disappointing. Fur- 
ther corroboration of this view is had in 
advices from Argentina that the British 
government has placed limitations on its 
intended purchases in that country, and 
that it has no intention of taking control 
of the entire wheat supply. Arrange- 
ments so far made for moving wheat 
from Argentina and Australia have 
proved disappointing to the British wheat 
trade. The obvious causes of the poor 
movement from the Southern Hemi- 
sphere are the excessively high freights 
and the irregular cargo market. It is 
estimated that, in spite of recent reduc- 
tions in the freight rates between Liv- 
erpool and Argentine ports, American 
hard wheat is about 12 cents a bushel 
cheaper when laid down in Europe than 
Argentine grain. 

When it comes to a comparison of 
world’s supplies with world’s require- 
ments there can be but one answer. 
Supplies are ample. A leading Ameri- 
can authority estimates that the world 
will need 280,000,000 bushels of wheat 
between February 1 and July 1 of the 


present year. Almost coincidently with 
his estimate comes that of the leading 
British trade authority, who estimates 
that total world’s requirements for the 
season will reach 560,000,000 ushels. 
He figures that 263,000,000 bushels of 
this total have been shipped, principally 
from North America—and that 297,- 
000,000 bushels are yet to come. His 
revised estimate of world’s requirements 
exceeds his earlier figures by upwards of 
60,000,000 bushels, confirming the theory 
that European reserves are small. 
Against these world’s requirements of 
approximately 300,000,000 bushels dur- 
ing the remainder of the present season 
stands an apparent total world’s surplus 
of somewhat less than 400,000,000 bush- 
es. One authority estimates wheat sur- 
pluses by countries as follows: America, 
160,000,000; Argentina, 120,000,000; 


‘Australia, 60,000,000 ; India, 30,000,000 ; 


total, 370,000,000 bushels. The fore- 
going estimates will be recognized as 
being liberal. 

Assuming that the above mentioned 
figures are approximately correct, it ap- 
pears that there will remain a surplus of 
world’s wheat at the end of the current 
season of approximately 70,000,000 bush- 
els, according to some experts who have 
made a study of conditions. Such a sur- 
plus would not be large, especially during 
the progress of a world’s war. 

In view of the reduction of acreage 
in this country and the prospects that 
the European war will continue through- 
out another year, the question of the next 
crop’s prospects is becoming more and 
more a market factor. The weather has 
been of such a character over the winter 
wheat belt as to encourage the belief that 
there will be a period of bad crop scares 
later in the season. This view is taken 
by some of the leading trade journals 
which have trained observers in the field. 
It also is taken by some private observers 
who are familiar with the situation. 

Heavy production of flour has been 
reported this season.. To present writ- 
ing it has totalled more than 12,000,000 
barrels compared with 9,800,000 barrels 
during the corresponding period of the 
previous season. This is an increase of 
about 23 per cent, which is attributed 
largely to increasing export demand. 





